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le you've ever lived in a community 
where a “firebug” was on the loose, 
you know the stark terror he causes. 
The dreadful ordeal of lying awake 
at night wondering if your home, your 
property will be the next victim of 
his torch. 


He does not long go uncaught. The 
police are zealous in tracking him 
down...and to assist them The 
National Board of Fire Underwriters 
maintains a completely organized 
Arson Department with a staff of 
trained investigators who cooperate 
with public authorities and never rest 
until a fire mystery is solved and the 
guilty person is behind bars. 


And that is but one of many ways in 
which The National Board of Fire 
Underwriters works constantly to save 
life and property. Would you be sur- 
prised to learn that the country-wide 
activities of this organization are sup- 
ported entirely by 200 capital stock* 


fire insurance companies? 


The saving of human life thus accom- 
plished cannot be figured in dollars and 
cents, but the saving of property can 
be. Lowered fire losses have made 
possible steadily lowered fire insurance 
costs. Today, the average rate for cap- 
ital stock fire insurance is more 
than 40% lower than it was in 1905! 
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*CAPITAL STOCK COMPANY Fire Insurance 
provides sound protection at a pre-determined cost; without 
risk of assessment to the policyholder. Its promise is backed 
not merely by legal reserves bu* by capital stock and a sur- 
plus accumulated to meet both normal expected losses and 
those that are abnormal and uncertain . . . even extreme 
losses due to conflagrations. Its system of operating through 
competent Local Agents assures prompt personal service 
to policyholders. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS « 85 John Street, New York 
National organization of Capital Stock Fire Insurance Companies + Established 1866 
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Single Calculation | 


Direct to the Net Result! 


This new Burroughs Electric Duplex Calculator—complete with direct 
subtraction and two sets of accumulating dials—saves needless steps 
in handling any calculating job. The lower dials show the result of 
each individual calculation; the upper dials show the grand total, 
or net result. Thus the complete calculating job can be done on this 
remarkable machine with one handling of the figures. This means a 
surprising saving in time, money and effort. For a demonstration, 
or for complete information, telephone the local Burroughs office. 


BURROUGHS ADDING MACHINE COMPANY, 6162 SECOND BLVD., DETROIT, MICH. 


THERE’S A BURROUGHS CALCULATOR FOR EVERY TYPE OF CALCULATING 
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NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, President 


FINANCIAL STATEMENT 
December S3lst, 1937 


ASSETS 


Cash in Banks and Trust Companies . ; 4 g ; $ 2,323,656.79 
Investments: 

Bonds ; ‘ ' ; $8,346,900.34 

Stocks ; whats . 7,482,931.58 » 15,829,831.92 


Premiums in Course of Collection, Not Over90 Days Due . 1,281,388.72 
Accrued Interest, Dividends and Rents . ; ; ; : 130,689.38 
Reinsurance and Other Accounts Receivable . . ; . 61,665.48 
Home Office Building ; ; , ‘ 850,000.00 


TOTAL ADMITTED ASSETS. ..... . $20,477,232.29 


LIABILITIES 


Reserve for Losses and Loss Adjustment Expenses . : $ 4,179,097.70 
Reserve for Unearned Premiums . ; : : 5,391,163.98 
Reserve for Commissions, Expenses and Taxes . . . 1,020,498.47 
*Contingency Reserve . 524,701.92 
Capital . ‘ : , i . . $2,500,000.00 
Surplus ; ; : , , ; : 6,861,770.22 


Total Capital and Surplus . ‘ 7 ; ; ; 9,361,770.22 


BS Shes Vege eg ie: ke ee . $20,477,232.29 


*Represents difference between total values carried.in assets for all bonds and stocks owned and total 
values based on December 31, 1937 market quotations. 


Securities carried at $1,356,457.81 are deposited for purposes required by law. 
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loo many cooks? 


present business recession, is this: the underlying factors of 

business are reasonably sound. We do not now have, after the 
past fall’s let-down, the serious situation that confronted us in 1930 
following the collapse in the autumn of 1929. As a consequence, few 
expect this recession to be unusually prolonged. 

The desire to bring about stability in business life and to maintain 
an even flow of reasonable prosperity is a most worthy ideal. But 
there is an unchallenged trend of thought, mainly generated in the 
past decade, that feels a search for some panacea or extraordinary 
remedy is in order every time we are faced with any degree of 
business recession. 

To fail to suggest new experimentation is assumed by some as 
being akin to treasonable negligence. As a matter of fact, allowing 
recovery to take its natural course, and during that time seeing to it 
that people do not go without food and shelter, may in the long-run 
be the most beneficent thing that can be done for the average man 
and woman. 

The question is: “How best can we insure a resumption of busi- 
ness and, consequently, of employment in the shortest possible time?” 

I am one of those who believe that when underlying conditions 
are reasonably sound, as they are today, the answer inevitably must 
be: (1) allow normal forces to restore business health; (2) guard 
vigilantly against any emergency measures or economic panaceas 
that prevent the normal forces from functioning in their usual 
restorative manner. 

A fair-minded attitude compels the admission that the grasping 
for panaceas is not monopolized by government officials. Some 
officials are believers in the panacea method of recovery; but many 
business leaders are equally guilty of calling for government stimu- 
lants whenever the path gets a little difficult to travel. 

Too many cooks spoil the broth; too many plans, schemes, sug- 
gestions, conferences, keep the recession in the front pages of our 
daily papers and make matters appear worse than they really are. 

Let’s give economic laws full opportunity to operate. Such a 
policy may well cause us less concern about recovery. And it is 
wrong to imply, as some do, that this must sacrifice the necessary 
and worthwhile social gains which we have developed. 

If we restore our business health normally, and if we then guard 
against debilitating excesses, we shall continue to have good business 
health for a longer period. 


Executive Manager, N.A.C.M. 


= The only agreement among many people, with respect to the 
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Price cutting vs. 


Even before the business recession 

which began in 1930, there was 
lu considerable sentiment favoring re- 

strictions upon the right of un- 
limited price cutting. This movement 
was given material encouragement by 
the limitations upon price cutting which 
were put in many of the NRA codes. 
When the NRA was declared uncon- 
stitutional, the interested groups, led 
by the retail druggists, began to de- 
mand a variety of new laws from the 
state legislators and Congress. 

A wide assortment of statutes has 
been enacted. The Robinson-Patman 
Act, the state Fair Trade Acts, the 
Tydings-Miller Bill are the most sig- 
nificant laws now in force and alone 
will be examined here. 

These statutes have been passed as 
a result of continuous interest and per- 
petual activity upon the part of rela- 
tively small groups of business men 
(mainly retailers) who expect to bene- 
fit by them. And these laws are, in 
many ways, representative of “pressure 
group” legislation. 

The Robinson-Patman Bill is widely 
eriticized because of vague, ambiguous 
and apparently contradictory wording. 
Stripping the statute down to its fun- 
damentals, it outlaws dummy brokerage 
fees, permits advertising allowances 
enly when these are offered upon pro- 
portionately equal terms to all custo- 
mers, limits quantity discounts to actual 





savings in cost, and permits the Federal 
Trade Commission to fix a-size of pur- 
chase beyond which extra quantity dis- 
counts will be illegal (i.e. so few pur- 
chasers could obtain the last extra dis- 
count that monopoly would be threat- 
ened). 

This law is obviously aimed to help 
the small business man, particularly the 
small independent retailer, whose com- 
petitive position in buying before this 
statute is worth examining. 

If the manufacturer has an overhead 
of $100,000 and a sales volume of 1,- 
000,000 units, the average overhead is 
10c per unit. Under the old allowance 
and special discount system, the syndi- 
cate sometimes bought at prices which 
yielded only 8c or 9c in overhead while 
prices to independents bore llc or 12c 
of overhead. ‘The offering of “spe- 
cials” by chains, department stores, and 
other large operators, projected the 
same sort of pricing into retail selling. 
The selection of an item upon which 
a large special discount or heavy allow- 
ance was received for “special” or “loss 
leader” pricing placed the independent 
in an embarrassing position. He could 
not meet the syndicate price without 
selling below cost. 

The Robinson-Patman Act does not 
penalize the large buyer but does guar- 
antee his smaller competitor that over- 
head will not be juggled and that 
quantity discounts will not exceed 
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price control 


actual savings in cost of fabrication, 
selling, delivery and credit. Secret 
discounts and rebates also become il- 
legal. Another type of special conces- 
sion, the advertising allowance, is law- 
ful only when offered upon “propor- 
tionately equal” terms to all customers. 
“Proportionately equal” is not as yet 
satisfactorily defined, but obviously all 
advertising allowances mustow be in 
the open rather than hidden. 

To summarize, the Patman Bill 
brings all discounts out for examina- 
tion and makes the donor justify every 
price reduction upon the basis of ex- 
penses saved or service received. In 
no way, unless monopoly is threatened, 
does it prohibit the large buyer from 
obtaining adequately low prices. 

The Federal Trade Commission’s 
decision in the Montgomery Ward- 
Bird case clearly justifies this view. 
In purchasing floor coverings from the 
Bird Company, Montgomery Ward 
received special discounts ranging be- 
tween 14% and 18% while a careful 
cost analysis indicated total savings of 
about 28%. The Commission ap- 
proved this discount policy. The facts, 
indeed, almost seem to justify an even 
greater discount for Montgomery 
Ward. 

The Robinson-Patman Bill thus 
places quantity discounts upon a 
sounder basis, encourages careful cost 
analysis, and forces inefficient distribu- 
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Present trends in the bat- 
tle between price cutters 
and price fixers are sum- 
marized by ALBERT 
HARING, Associate 
Professor of Economics, 
Lehigh University. 


tors to realize that their high costs of 
merchandise and operation are due, not 
to unfair discrimination, but to their 


methods of doing business. Although 
innumerable points about this law re- 
main yet to be decided, its basic philos- 
ophy and principles are sound. 


The State Fair Trade Acts and the 
Tydings-Miller bill are another unit 
of new legislation. ‘The Fair Trade 
Acts provide that the manufacturer 
may fix the minimum resale price on a 
trade-marked item by contract with the 
retailer who sells it. Similar contracts 
between manufacturer and jobber, or 
between jobber and retailer, are also 
lawful. 

The problem of the distributor who 
refuses to sign a contract is met by a 
special legal provision. ‘The typical 
statute states that, when such contracts 
are in use, the contract minimum price 
shall be the lowest price at which any- 
one, contract signer or contract non- 
signer, may sell. Universal minimum 
prices are thus possible. The provision 
binding non-signers of contracts, more- 
over, was held constitutional by the 
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Supreme Court of the United States in 
December, 1936. 


The ordinary limitations stated in 
these laws are (1) that the trade- 
marked item must be subject to com- 
petition, and (2) that contract mini- 
mum prices do not hold in the case of 
damaged goods, court order, or discon- 
tinuing a line of merchandise. ‘Today, 
forty-two states have such statutes (i.e. 
all except Alabama, Delaware, Missis- 
sippi, Missouri, Vermont, and Texas. 
Each statute except that of Virginia 
has a clause binding non-signers of 
contracts). 


These statutes are state laws and 
apply only to corporations resident in 
a state. To use the Pennsylvania law, 
for example, a New York corporation 
would have to “domesticate.” This in- 
volves a certain amount of irksome de- 
tail and considerable expense. One 
device is to create a subsidiary in each 
state where minimum prices are to be 
set by contract. Another possibility is 
interstate selling to local or “domestic” 
wholesalers who, in turn, bind retail- 
ers with minimum price contracts. 
Such “omnibus” contracts have a doubt- 
ful legal status and bind manufacturers 
too closely to specify wholesalers to be 
popular. Under state laws alone, 
minimum price contracts were, there- 
fore, not very popular. Few contracts, 
except in certain special fields (i.e. 
drug), were signed before Congres- 
sional legislation. appeared. 

The federal Tydings-Miller Bill has 


altered this situation since its passage 


last summer. It makes the Federal law 
identical with that of the state in which 
the buyer, in an interstate transaction, 
resides. The New York manufacturer 
can now lawfully request Pennsylvania 
wholesalers or retailers to sign mini- 
mum price contracts because Pennsyl- 
vania has a Fair Trade Act. In the 
case of selling to Texas distributors, 
this procedure is illegal because Texas 
has no Fair Trade Act and its anti- 
trust laws prohibit such contracts. 


Thus, to summarize, the Tydings- 
Miller Bill makes the state Fair Trade 
Acts effective because the manufacturer 
can now utilize minimum price con- 
tracts without ‘“‘domestication”’ or simi- 
lar troublesome procedure. It is only 
necessary that the producer of the 
trade-marked item desire to offer such 
contracts and do so in interstate com- 
merce. 

The principle behind these laws is 
to make all competing retailers add a 
fair overhead to every national brand 
carried by all of them. Originally, 
chains, department stores, mail order 
houses, and other large operators, were 
forced to obtain a good share of their 
profits from national brands. As the 
general reputation of these large re- 
tailers increased, private house brands 
were added. In time, a policy of pric- 
ing national brands near or at cost 
while depending upon the private 
brands for profit was adopted. In 
general, the private brand has been 
successful for very large retailers. 


The independent was to some ex- 
tent forced to meet syndicate prices 
on national brands. But his goods cost 
him more. Buying at higher figures, 
he was squeezed when he met chain 
“specials” in selling. When he at- 
tempted to introduce private brands, 
the individual independent was not 
very successful. Size appears to be 
an essential attribute in the profitable 
merchandising of private brands. To 
meet these problems, voluntary chains 
of independent retailers have been cre- 
ated and have grown rapidly. 


In a large section of retailing, how- 
ever, national brands at profitless prices 
are used as the lure to draw customers 
into the syndicate store, while the com- 
peting independent must rely upon 
these same national brands for his 
profits. The independent, therefore, 
demands that the chain or other syn- 
dicate sell these competitive national 
brands at no less than total costs, in- 
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cluding all applicable overhead. Where 
retail prices are set by contract, this 
goal will be reached when the stipu- 
lated resale price is near or at the list 
price. Even where the minimum is 
considerably below the list price, there 
is a distinct bottom to price slashing 
and minimum prices are sure to yield 
reasonable margins. 

Competition will not be lessened by 
thus limiting price cutting. Its rules 
will merely have been changed. Price 
competition upon national brands will 
be limited where contractual minimum 
prices are set. Upon private brands 
and unidentified merchandise, price 
competition will be free with “specials” 
or “leaders.” Customers will still 
flock to the stores which offer the best 
values. Competition will be some- 
what different but no less active and 
strong. The low cost store will still 
be able to pass on savings to its cus- 
tomers through unusual values in pri- 
vate brands and bulk goods. Efficiency 
will still reap its just reward and the 
consumer will still be protected. 

The present struggle over discounts 
and price cutting is really a conflict 
over brand ownership and between 
types of distributors. The distributor 
brand has always been price controlled. 
Now the national brand can also be 
similarly marketed. Likewise, both 
will be bought under discounts which 
cost accounting justifies. During the 
last decade, private brands and their 
syndicate distributors have been gain- 
ing, and, possibly, these gains have 
been caused partially by unfair or 
doubtful competitive practices. It is, 
at this point, significant to note why 
private brands frequently cost less than 
directly competitive national ones: 

1. Private brands have been pushed 
by low cost retailers, many of whom 
are cash-and-carry. 

2. Quality for quality, private 
brands cost less because they have no 
salability when they leave the manu- 
facturer. Camel on a cigarette or 
Chevrolet on a car means something to 
dealer and consumer. Such good-will 
costs money. 

3. Brand acceptance may be more 
cheaply created by distributor than by 
manufacturer. Ward or A&P or Macy 
may be able to build consumer ac- 
ceptance at less expense than a manu- 
facturer. 

4. Liberal promotion costs, to intro- 
duce a national brand, may never have 
been deleted but added onto profits. 


5. National brands are usually of 
excellent quality. In numerous _in- 
stances, the consumer prefers lower 
quality and correspondingly lower 
prices. The introduction of low 
priced hardware by the 5 & 10 chains 
is outstanding. 

6. Excess competition is expensive. 
It costs more to sell a hundred gross 
of an item through one hundred stores 
each handling five competitive brands 
than through ten stores each handling 
only one (or two) brands. 

Undoubtedly the large distributors 
have also benefited by price cutting on 
national brands, thus gaining some 
reputation as economical places to buy, 
and then substituting lower priced pri- 
vate brands to the customer who has 
been drawn to the store by attractive 
prices on well-known national brands. 
Similarly, abuses in buying discounts 
and allowances have existed, although 
unjustifiable concessions were probably 
far less than popularly believed. With 
the changes in the competitive situation 
caused by the new laws, the strife be- 
tween national and private brand, be- 
tween large operator and small inde- 
pendent, and between price cutter and 
price maintainer will continue undimin- 
ished. From the fragmentary facts 
now available, certain general trends 
would seem forecastable: 





1. A general fall in the prices of 
national brands to meet private brand 
competition. 

2. A significant increase in the 
amount of private brand business done 
by chains, department stores, mail order 
houses, and voluntary chains. 

3. A wide but far from universal 
use of price contracts by manufacturers 
with minimum prices from 5 to 20 per 
cent below full list prices on items with 
average and good turnover. 

4. A tendency for manufacturers to 
limit distribution to outlets with sim- 
ilar costs (cf. department stores) and 
to give distributors a strong incentive 
to carry only one brand, or a very few 
competitive ones. 

5. Manufacturers reaching out to 
control outlets, probably by cooperative 
agreement rather than ownership. 

6. An effective weeding out of the 
inefficient at, possibly but not surely, 
a slower rate. 

7. An increased activity upon the 
part of “pressure groups” to legislate 
the more vulnerable efficient distribu- 
tors out of business (cf. chain store 
taxes). 

8. More stable conditions in manu- 
facturing and distribution with opera- 
tion at lower costs and narrower mar- 
gins, and with adequate rewards for 
improved efficiency. 


Inadequate depreciation methods 


Inadequate depreciation methods 
were recently discussed in the ‘“Ac- 
counting Review” by E. A. Saliers. 
The author points out that even today 
accounting procedure with reference to 
depreciation frequently produces re- 
sults which are so erroneous as to vi- 
tiate all calculations of costs and even 
render. ineffective fundamental plans 
of management and finance. 

A digest of his article from the 
“Management Review” points out that 
these errors are the result of failure to 
recognize the need of adequate records 
of plant and equipment. Among other 
things, adequate records make clear the 
fact that depreciation and obsolescence 
continue regardless of renewals and re- 
pairs which may be made, and they 
necessitate care in determining whether 
expenditures should be charged to some 
asset account or to expense. 

Perhaps one of the greatest sources 
of errors is the failure to remove fully 
depreciated items from the asset ac- 


count. The only practicable remedy is 
the adoption of a system of item or 
limited group control. Under such a 
plan each unit receives the attention 
necessary for the correct estimate of 
depreciation occurring in it or in the 
group of like items of which it is a 
part. Such a procedure implies that 
there will always be available informa- 
tion and estimates necessary not only 
for computing the periodic depreciation 
charge but also upon retirement of a 
particular asset. 


Where it is necessary to group items 
for depreciation purposes, those having 
the same, or approximately the same, 
lives should be grouped together, thus 
permitting the application of an ap- 
proximately correct rate. In lieu of 
such a system, many concerns apply 
a so-called composite depreciation rate 
to their entire plant and equipment. 
Though it is possible to secure correct 
results by this method, its usual result 
is confusion and error. 
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Something you should know 


about selling A/R 


by G. H. DUNNINGTON, Asst. Treasurer, 


Manufacturers’ Finance Co., Baltimore, Md., 
and Fellow, National Institute of Credit 


Men’s “Bulletin” of November 

24th contained an inquiry from 

the West Coast relative to “Notice 
on Assignment of Book Accounts.” 

The subject is not a new one but it 
has always been one of particular in- 
terest to me as a credit man for the 
oldest: finance company in this country 
dealing exclusively in the purchase of 
Book Accounts, to the extent of ap- 
proximately fifty million dollars an- 
nually, under what is generally called 
the Non-Notification Plan. 

Inasmuch as the question is again 
being raised it seems timely to volun- 
teer information obtained from actual 
experience in the handling of accounts 
that have been assigned without notice, 
hoping not only that it will prove in- 
teresting but that it may overcome the 
prevailing unfavorable attitude of credit 
men in general to this method of doing 
business. 

In my entire experience I have not 
seen one single instance of its harmful 
effect upon anyone involved, which 
could be blamed either directly or in- 
directly upon the fact that an assign- 
ment was made of the book accounts 
which--was not made public. On the 
other hand, I have seen many instances 
where the seller of book accounts has 
progressed and benefited beyond all ex- 
pectations. The usual credit man does 
not consider the cases where benefit has 
accrued. They look only to the debtor 
who has sold his book accounts and 
who has become financially involved. 
They usually go no further to establish 
the cause of the trouble but immedi- 
ately ‘place all the blame on this fact, 
because of the long standing prejudice 
against such a practice. 


= The National Association of Credit 
MW 


The usual credit man would find 
out, even upon a cursory examination of 
conditions leading to financial embar- 
rassment, that the assistance the finance 
company rendered proved beneficial to 
the creditors both directly and indi- 





Notice on assignment of 
book accounts? (None) 

An inquiry recently was received 
from the West Coast as to whether 
any state has a law on Assignment 
of Book Accounts which requires 
filing of notice when such assign- 
ment is made. A survey brought 
out the rather surprising fact that 
no state seems to have such a law. 
No doubt more will be heard on 
this subject from members who 
feel that something should be done 
about it. If you have any positive 
information, or wish to comment, 
write to the Association’s Washing- 
ton Office.—N.A.C.M. “Members Bulletin” 





rectly. The usual credit man overlooks 
the very important fact that the finance 
company did not acquire the book ac- 
counts without a proper consideration. 
Now what did the seller of the book 
accounts do with that consideration? 
He used it for payroll and the settle- 
ment of his debts—and who benefited? 
The creditors. 

The credit man also overlooks the 
fact that it is customary for the finance 
company to send its representative to 
the office of the seller of accounts ap- 
proximately every forty-five days to 
“check up.” ‘This representative is not 
merely a ledger checker—he audits 
thoroughly the bank accounts of the 


seller, the cash book and journal to see 
where the receipts are coming from and 
to whom the disbursements are being 
made. He takes off a listing of their 
current assets and liabilities from their 
general ledger. He insists that their 
records be kept posted to date and tests 
the entries, all of which results to the 
benefit of all creditors, if it does noth- 
ing else than minimize the probability 
of fraud. 

Of course, fraud can be perpetrated 
and a method devised to prevent early 
detection. No casual method that I 
know of has yet been found to detect it 
before it is too late. The sooner it is 
found the better for all concerned and 
the finance company, through its peri- 
odical examinations, usually makes the 
discovery. 

Up to this time the creditor has 


-been paid-and ‘paid~more: promptly -for 


his merchandise with finance company 
money. He is estopped from continu- 
ing to extend credit over long periods 
and becoming very deeply involved, for 
the minute the finance company ascer- 
tains any irregularity it cuts off further 
credit and the seller starts to notice- 
ably slow up in his settlements. The 
quick change is noted by the credit man 
who promptly -investigates the cause 
and he too shuts off further credit, par- 
ticularly when he finds that a finance 
company was involved on which he can 
place all the blame. 

The result is that his loss is mini- 
mized by quicker action and his re- 
covery possibilities increased by con- 
servation of the remaining assets, 
which, under other circumstances, 
would have been further depleted. 

The other side of the picture about 
which we hear so little from credit men 
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is better illustrated by one example 
selected from the many that we have. 
The example covers a period of two 
years and is based upon the figures of 
a manufacturer prepared by .an inde- 
pendent C.P.A. and are given in even 
thousands for convenience: 


such a practice. 

Some years ago the National Asso- 
ciation of Credit Men printed and dis- 
tributed, and still does distribute, upon 
request, a very graphic illustration 
with comments upon the benefits of 
cash discounts. 





Nov. 30, 1933 Nov. 30, 1934 Nov. 30, 1935 
ee $175,000.00 $300,000.00 $560,000.00 
I I ns kw igen bine ws 125,000.00 200,000.00 430,000.00 
Net Working Capital ................... 50,000.00 100,000.00 130,000.00 
Fixed and Deferred Assets .............. 60,000.00 85,000.00 135,000.00 
Total Worth (Cap. & Surplus)............ 110,000.00 185,000.00 265,000.00 

12 months 12 months 
I Pe Oe ub howe LEbeeen $1,900,000.00 $1,900,000.00 
Business given Finance Co. ...........ccceceeccccccecece 890,000.00 1,090,000.00 
i ees aoa eueeaal 10,000.00 12,000.00 
een emmnnnnne 22,000.00 27,000.00 
Net Operating Profit (Before Taxes) ..........ceceeeeeeees 85,000.00 94,000.00 








This Company’s working capital 
would permit it to do a maximum an- 
nual volume of business of only $600,- 
000.00 on which it would have had a 
loss instead of a profit; as its margin 
is very small and quantity production 
is necessary for a low manufacturing 
cost and a profit. 

These figures show the finance com- 
pany connection put it in position to: 
(1) increase sales over three times; (2) 
discount purchases, care for payrolls, 
etc.; (3) lower production cost and 
thus earn a substantial profit. 

Please specially notice that in 1935 
purchase discounts earned were $15,- 
000 greater than the cost of the service. 

It will be noted from the above 
actual illustration that the cost is self- 
sustaining. The usual credit man is 
under the erroneous impression that 
the cost of selling book accounts is pro- 
hibitive and only leads to the dog-house. 

The usual manufacturer, jobber or 
merchant reaches the point at their sea- 
son’s peak where he cannot settle his 
debts and yet his current assets will 
still be twice as much as his current 
liabilities. The difficulty was caused 
by an accumulation of a heavy inven- 
tory and its resulting accumulation of 
unliquidated book accounts. It was 
not at all unusual in the olden days 
for one or more creditors to band to- 
gether with the debtor and force re- 
ceivership, and by so doing benefit 
themselves from the settlement. ‘Fhe 
purchaser of book accounts was largely 
responsible for the discontinuance of 





The illustration includes a range of 
discounts from %% 10 days—net 30 
days, equivalent to 9% per annum, to 
2% 70 days—net 90 days, equivalent 
to 36% per annum. By using the As- 
sociation’s own figures and going so far 
as to grant the finance company’s 
charge is as great (which it is not) the 
user of the finance company and the 
creditors suffer no loss whatsoever, but 
on the other hand the user of the 
finance company establishes a better 
credit standing by ability to discount 
his obligations or buy for cash at a con- 
siderable saving to himself and every- 
one connected with the user is benefited. 
In addition, the user is in a position 
to buy more merchandise and increase 
profits because of the additional volume 
permitted, with the creditor taking the 
same position. 


Uncontrolled time-sales 


The problem of uncontrolled in- 
stallment buying is brought out by 
Thomas C. Boushal! in “Banking.” 
Some of the main points, as noted by 
“Management Review,” are that the 
destructive side of installment buying 
lies in its abuse and not in its healthy 
use. It is a truism that few construc- 
tive commercial implements are not in 
time and turn converted to the exploi- 
tation of a market in unsound and un- 
fair directions, and installment buying, 
indeed, is no exception. Low-priced 
articles are often sold with a down pay- 
ment equal to the original wholesale 
cost. Frequently the installment price 
is immoderately higher than the cash 
price, and the customer sweats out in 
monthly deductions from his wages this 
unconscionable mark-up, often return- 
ing the merchandise and forfeiting past 
payments rather than endure the gall- 
ing yoke of the contract. Again, by 
ruthless repossession for failure to re- 
ceive payments on the due date, many 
installment shysters make more money 
on the resale program than honest mer- 
chants make on sound sales which are 
eventually paid in full. Hidden 
charges, unexplained, are added to the 
total cost of many sales, and again in- 
stallment buying is abused. 

But underlying these symptoms of 
abuse is one significant question. To 
mortgage one’s future earning power 
to the extent of 10, 15, or even 20 per 


cent, over a period of one to five years, 
is a serious thing for the individual. 
Multiplied by millions of instances, 
what will be the result? Will people 
forget thrift and become a nation of 
greedy spenders and shiftless grasshop- 
per troubadours who give no thought 
to tomorrow’s need? Will these for- 
ward purchases stimulate wild produc- 
tion for today and create an air pocket 
from which will emerge another panic 
and a new depression? 


British 
housing 


Over 3 million low-cost dwellings 
were constructed in England and 
Wales between the end of the World 
War and March 1937. Private en- 
terprise and the local and National 
Governments joined in this building 
program, the National Government 
having varied the amounts and meth- 
ods of financial aid by a series of laws 
designed to promote new construction, 
while at the same time stimulating 
private initiative. In recent years the 
private construction industry has ex- 
panded rapidly without assistance and 
appears to be meeting the need for 
moderate-cost dwellings. Therefore 
the governmental program has been di- 
rected toward slum clearance and re- 
clamation. 
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The receivable 


by W. B. LAYTON, Counsel, Portland A. C. M. 


Since all business transactions in- 
volve some element of credit, the 

M principal object of business is to 
create, protect, and realize on the 
account receivable. Even the simplest 
so-called cash transaction contains 
some element of credit, because it sel- 
dom happens that the buyer’s actual 
cash is put in the hands of the seller 
exactly at the same time that the sel- 


‘ler’s goods are delivered to the buyer. 


The receipt of a buyer’s check in- 
volves elements of credit, as the price 
paid before delivery also involves that 
much credit extended by the buyer to 
the seller. Certain transactions have 
been devised to include the time ele- 
ment, but which lessen the full risk 
of loss of payment. 
are transactions involving conditional 
sales contracts, through which the sel- 
ler holds title to the goods until ‘they 
are paid for; guaranties by which the 
buyer’s payment of the price is assured 
by some third party; and the miscel- 
laneous so-called secured transactions 
which, for the purpose of this article, 
are eliminated. Not that these trans- 
actions are unimportant, but rather 
because they represent such a com- 
paratively small fraction of American 
sales technique. 

“The open book account is the more 
important, and in no country in the 
world has it attained such a degree of 
importance as in the United States. 

An understanding of the rudiments 
of the open book account is essential 
to every capable credit executive. How 
well these fundamentals are under- 
stood, marks the degree of success or 
failure of the credit executive in the 
fulfillment of the duties of his employ- 
ment. The stability of the nation’s 
credit system is dependent upon the 
extent of the understanding and ap- 
plication of these elementary prin- 
ciples. 

Questions such as whether the credit 
contract may be interpreted and en- 
forced under the laws of New York, 


In this category . 





or under the laws of California, and 
whether or not it is lawful to charge 
and collect the same interest rate in 
New York as in California, and 
whether or not New York will allow 
the debtor certain exemptions which 
are different than the exemptions he 


may be allowed in California, illus-. 


trate only a few of the important 
problems that must be coped with. 
Each of the forty-eight states has an- 
swered these and many similar ques- 
tions to its own satisfaction, and in a 
very substantial way each of the states 
has supplied answers which differ very 
materially to the answers supplied by 
the other states. 

This, however, does not end the mat- 
ter, because almost with every session 
of every state Legislature these answers 
may be changed, or new ones substi- 
tuted. The courts of the various states 
constantly are applying various inter- 
pretations to the state laws and to the 
decisions already rendered under these 
laws. Through all of this run only 
mere threads of uniformity, and those 
granting credit on a national scale are 
constantly challenged as to their know- 
ledge, experience and resourcefulness. 

While the technique in creating the 


account receivable is all important, it 
always remains true that the transac- 
tion is not complete until the price is 
paid. Every circumstance, therefore, 
that interferes with or postpones the 
day of settlement, or creates expense 
in the obtaining of settlement is of 
particular significance. 

A considerable amount of every bus- 
iness man’s good will and financial 
standing is reflected in his accounts 
receivable. The manufacturer or 
wholesaler of merchandise entrusts his 
goods in the care of a buyer with the 
expectancy that the buyer will have 
sold or used those goods to his profit, 
so that when the time for payment 
arrives he will have the wherewithal to 
meet that payment. If the buyer is 
careless in his credit transactions, or if 
his accounts receivable do not repre- 
sent real value controlled entirely by 
himself, then there are possibilities that 
he will not be able to meet the obliga- 
tions which originated when the credit 
was extended to him. 

It is appreciated that there are any 
number of instances in which the buyer 
is not able to meet his credit commit- 
ments for reasons beyond his control, 
such as illness and unforeseen catas- 
trophies not fully anticipated either by 
himself or the seller at the time when 
the credit was extended. ‘There is 
little that may be said as to these 
instances. Each case must be worked 
out in accordance with its own cir- 
cumstances. 

However, voluntary acts of the buyer 
and impairments upon his ability to 
pay, exercised through the influence of 
third parties should always be capable 
of at least reasonable anticipation. It 
is the purpose of this article to discuss 
one of these latter circumstances which 
is growing in importance. 

Every credit executive is familiar 
with the provisions of the many state 
bulk sales acts. Some time ago the 
theory was evolved that it was not 
right for a merchant to secure exten- 
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sions of credit, and then to be per- 
mitted to sell and give good title to 
his stock of merchandise and trade fix- 
tures without giving any notice to his 
creditors so that they might have op- 
portunity to protect themselves, or 
without in some manner providing for 
their payment or security. So uni- 
versally was this theory accepted, and 
so sound has it proved that there are 
now statutes regulating the sale of 
stocks of goods in bulk in every state 
in the United States and in all the 
provinces of Canada with very few 
exceptions. 

In every state sales of the seller’s 
stock in trade are covered by the 
statutes, and in all but some eighteen 
of the states the seller’s trade fixtures 
are included. 

In none of the states however, are 
the seller’s accounts receivable included 
within the terms of the statutes. - As 
before stated, the seller’s accounts re- 
ceivable represent the great bulk or a 
very substantial part of his assets. It 
is therefore generally lawful for a mer- 
chant to sell or dispose of or hy- 
pothecate in a secret or private way 
all or substantially all of his accounts 
receivable. 

Probably the greatest worth of the 
bulk sale statutes is their regulatory 
or deterrent effect upon spasmodic or 
secret transactions. Comparatively few 
merchants make sales of articles cov- 
ered by the act without protecting their 
creditors. In most instances the pro- 
tection of the creditors is anticipated 
before the «sale is» made so that there 
is no necessity for formally complying 
with the provisions of the act. These 
acts have very effectively put an end 
to the practices formerly indulged in 
by the casual or itinerant or fly-by- 
night merchant, and have tended to 
stabilize all business. If the theory is 
sound for the properties covered by 
the various acts, why isn’t it sound for 
the equally or more important prop- 
erty—accounts receivable? 

It is not the intention to discredit 
what is usually termed “financing 
transactions.” ‘These transactions have 
and will serve a useful and beneficial 
purpose. However, it should be noted 
that in the case of all property—with 
the possible exception of bills, notes, 
and accounts receivable—the chattel 
mortgage, pledging, and other borrow- 
ing statutes of the various states, 
through their notice requirements rec- 


Unless it is scrutinized with sufficient care, the selling 
of accounts receivable could develop into a ‘‘thin ice”’ 


situation. 


Needed is a clear, fair discussion so that 


the greatest good of the greatest number may result. 


ording and foreclosing provisions, give 
the creditors notice and protection for 
their interests. 

Very frequently the purpose of the 
borrowing is to obtain funds to pay 
off existing open account creditors, and 
these transactions amount to nothing 
more than a novation substituting the 
lending agency for the general creditors 
so paid in the borrower’s financial set- 
up. If, however, these statutes were 
not in effect, how frequent would be 
instances when general creditors would 
neither be given the opportunity to 
protect themselves, nor be protected by 
the voluntary action of the borrowers. 
The purpose of the borrowing may be 
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manifold, and may range all the way 
from the payment of existing creditors, 
to the making of extravagant or need- 
less purchases, or the out and out dis- 
sipation or secreting of the funds. 
One of the vices of a system of per- 
mitting indiscriminate and secret dis- 
posal of accounts receivable is that the 
other party to the transaction may 
utterly disregard the purposes for which 
the sale or the pledge of the receivables 
is intended to be made or is in fact 
carried out. The lendor knows that 
he can obtain absolute domain over the 
receivables ‘regardless of how many 
creditors there may be, or how many 
of them actually set up the credit out 
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of which the very receivables which 
have been transferred, were created. 

It is becoming more and more fre- 
quent for general creditors to learn, 
after an insolvency proceeding has been 
instituted, that the very assets on which 
they might have relied for their pay- 
ment, have disappeared, and there is 
little or nothing that can be done about 
the matter. The very informality out 
of which these situations grow, some- 
times involving only a notation on the 
borrower’s books of the assignment, and 
frequently not even notice to the sub- 
jects of the accounts that their accounts 
have been assigned, makes for a great 
deal of reckless or indiscriminate 
dealing. 

Often times the borrower becomes 
the mere agent for the lendor. He 
goes right on collecting his accounts, 
and selling his same customers to the 
same extent as if he had a full and 
complete interest. He protects his 
transactions by ample margins so that 
it is usual for the lendor to have more 
than sufficient value in the accounts to 
reimburse him for the loan, the inter- 
est, and all expenses that may be at- 
tendant in realizing on the accounts if 
forced realization thereof must be re- 
sorted to. Often times instead of pre- 
venting insolvency proceedings, such 
proceedings are the direct result of such 
transactions. It is true that if it were 
not for the liberality and generosity of 
the merchandise creditors, the accounts- 
receivable chattels would not be avail- 
able to the lendor, and equally true, if 
the same liberality and generosity were 
not continued after the assignment was 
made, the lendor’s chances of realiza- 
tion would be lessened. 

By this token it may be argued that 
after all the situation is the fault of 
the grantor of merchandise credit. 
How much of the fault can be attrib- 
uted to him, when in the majority of 
instances he is actually helpless to pre- 
vent the situation? He may be and 
frequently is at a distance from his 
customer. He usually has relatively 
few transactions with. each customer. 
He sees a customer’s financial statement 
which may not give him information as 
to the status of the customer’s receiv- 
ables. ats Ay 

If he sees such a financial statement 
he may not know that the customer 
has involved himself in a contract 
which obligates him to pledge or trans- 
fer future accounts receivable as well 
as those that have already been hypoth- 





What do you think 


of these two articles on selling of accounts 


receivables ? 


Send us your opinions. 





ecated. Or again he may in some 
way have accidentally or otherwise 
learned of the situation and collected 
his account only to put the customer in 
the same position of obtaining credit 
from another who may not be so for- 
tunate in having the information which 
he is morally entitled to have. 

The “‘Non-Notification Plan,” under 
which lendors or purchasers of accounts 
receivable are generally acting, is not 
without its advantages. Foremost, of 
course, is the admitted advantage which 
these agencies now enjoy. Of lesser 
importance is the fact that if these 
transactions could not be shrouded in 
secrecy, less borrowing would result, 
and to some extent less money might 
be made available for the payment of 
old accounts. ‘This latter advantage 
was discounted when the sale in bulk 
laws were passed, and, as pointed out, 
they were more apparent than real. 

Sellers of merchandise on conditional 
sales contract have been confronted 
with a variety of recording, filing, and 
regulatory statutes, but it hasn’t yet 
been successfully demonstrated that in- 
stallment selling has suffered thereby. 


Is there any more reason why an owner 
and seller of merchandise to be covered 
by a conditional sales contract should be 
any more handicapped than one who 
has never had any domain over the 
property which is turned over to him 
or held for his benefit? 

The sellers of perishable or con- 
sumable merchandise, who are by far 
in the majority, are the ones who must 
be depended upon to contribute to the 
account receivable treasury. They can- 
not protect their credits in the first in- 
stance, and are likely to find them- 
selves in a position where the product 
of their credit has been withdrawn 
from them. There are few, if any, 
businesses which do not require either 
perishable or consumable goods. 

The force of this argument is rested 
on the proposition of the “greatest good 
for the greatest number.” This article 
is written to present the matter for 
discussion, and in the belief that the 
lending agencies themselves will make 
such contributions to the solution of 
this problem so that over a long-range 
period the greatest good to the great- 
est number may result. 


Inventory valuation problems 


Within the last two years consider- 
able interest has developed in problems 
of inventory valuation, Clarence B. 
Nickerson declares in a recent number 
of the N.A.C.A. Bulletin. The con- 
viction is growing that during the up- 
swing of prices there should be a clari- 
fication of the sources of stated profits 
and provision for expected inventory 
losses. It might, therefore, be of in- 
terest to study methods used in Europe 
during the post-war inflation, when 
companies desired a clearer understand- 
ing of the nature and sources of their 
profits. 

One such method involves the use of 
what amounts to “ideal” standard costs 


as practiced in the United States, as- 
suming that the standard costs are ad- 
justed at frequent intervals in line with 
current costs. To some extent this sys- 
tem differs from the American practice 
in technique, but the major difference 
lies in the treatment of the price ad- 
justments or variations between actual 
and standard costs. ‘The method re- 
sults in segregating inventory gains 
and losses and informing management 
of their sources so that intelligent ac- 
tion can be taken with respect to them. 
This paper describes and analyzes the 
system and presents typical ledger ac- 
counts to aid in the description — “The 
Management Review.” 
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MORRIS BERNHARD, Asst. Cashier, Hudson County National Bank, Jersey City, N. J., discusses the 


Credit side of personal loans 


The question whether personal 
loans, that is, the extension of 
li credit (the repayment of which is 

based solely upon present and fu- 
ture earnings of the borrower) is 
sound, is as debatable as the question 
whether smoking is harmful. Just as 
there are many doctors who hold that 
smoking is harmful there are many who 
hold the contrary view. 

So it is with the viewpoint of many 
conservative bankers and capitalists 
who have considered the question of 
consumers’ credit from the standpoint 
of installment buying. There are just 
as many sound, conservative economists 
and bankers who are opposed to in- 
stallment buying and selling and, there- 
fore to credit extension based on pres- 
ent-and future earnings, as there are 
who favor it. 

Notwithstanding the difference of 
opinion on this fundamental principle 
the fact remains that about 70 to 75% 
of selling today is done on the install- 
ment basis. In fact this percentage 
would seem to be ultra-conservative. 

So that we do not approach the ques- 
tion whether it shall be done at all but, 
since it is the established practice, by 
what safeguards shall personal loans 
(in most instances merely another 
form of installment buying) be sur- 
rounded and what limitations shall be 
placed upon the practice? 

Within recent years and particular- 
ly within the last year or two, large 
financial institutions, which several 
years ago and certainly at the time 
when the first personal loan depart- 
ment. was established by the Hudson 
County National Bank, Jersey City, N. 
J., in October, 1924, frowned upon 
what they considered to be a radical 
departure in accepted principles of 
sound banking, have themselves gone 
into and developed the personal loan 
business on so large a scale that in 
some of the larger institutions the vol- 
ume of personal loans compares very 
prominently with the volume of out- 
standing commercial paper. 





In other words, what was once re- 
jected as unorthodox and probably un- 
sound, has been wholeheartedly em- 
braced by those who rejected the idea 
in the beginning, with the result that 
there is at present great danger that 
the line of soundness and some meas- 
ure of conservatism will be trespassed 
and banks may find themselves with 
substantial amounts of so-called per- 
sonal loan credit either hopelessly 
frozen or seriously endangered. 

It will probably be argued that the 
present experience with personal loans 
and the experience over the years dur- 
ing which such loans have been made 
does not justify any such conclusion 
or prognostications ; but, it is submitted 
that so-called: character loans, based 
solely upon present and/or anticipated 
income, have not yet been subjected to 
the acid test and when they are, the 
very banks and others who may frown 
upon the conclusion of the writer, will 
probably realize that the advice was 
sound and should have been heeded. 

If reports are to be credited the ex- 
perience of the Federal Housing Ad- 
ministrator in insuring loans on so- 
called movable merchandise, such as— 
refrigerators, washing machines, radios, 
etc., Was so unsatisfactory that the 
Federal Housing Administrator discon- 
tinued the experiment within a com- 
paratively short time, after he had is- 
sued his approval for the insurance of 
such loans. 

Now, there probably has been some 
abuse in the making of loans covering 
movable merchandise, but the fact re- 
mains that inherently this sort of fi- 
nancing on a large and unprecedented 
scale, without subjecting the borrower 
to rigid and vigorous scrutiny was a 
foolhardy attempt to stimulate indus- 
try. This, in the absence of definite 
experience with the manner in which 
consumers’ credit will fare during 
another depression, brings us to the ap- 
proach of the problem as we see it. 

The personal loan department was 


established by the Hudson County Na- 


tional Bank to enable salaried employ- 
ees and wage earners who find them- 
selves in need of a small loan for 
legitimate purposes, to borrow money 
at reasonable rates of interest without 
seeking such aid from loan sharks. 

The Hudson County National Bank 
in the first instance, placed a loan limit 
of $300. While this amount of $300. 
was, and for that matter still is arbi- 
trary, the reason this maximum was 
fixed was because the State legislature 
had, some years ago, passed the so- 
called Small Loan Company Act, which 
is still in existence, under which the 
legislature in the exercise of its wis- 
dom placed a limitation of $300. upon 
such loans; that is to say, they had 
arrived at the conclusion that a maxi- 
mum of $300. was sufficient to take 
care of the great number of salaried 
employees or wage earners who found 
it necessary at sometime to borrow on 
their present or anticipated income. 

Many of the banks which have 
frowned upon the personal loan de- 
partment in the beginning but have 
since adopted it, have extended the 
loan limits up to $2,000, but despite 
the fact that their experience so far 
has justified the increase in the loan 
limit it is submitted that the average 
borrower who borrows against antici- 
pated income, should not be permitted 
to borrow any such sum of money de- 
spite the excellence of his personal 
background, his steady employment or 
even the security offered by the sound- 
ness of the co-makers because, looking 
at it broadly, any measure which makes 
it necessary to make substantial reduc- 
tions in salaries, to say nothing of un- 
employment, will seriously impair the 
ability of the maker to meet his obliga- 
tion and may throw an unfair and un- 
due burden upon the average co-maker 
who, though he may be fully familiar 
with the responsibility which he as- 
sumes by placing his signature on the 
note, in reality never expects to be 
called upon to pay. 

In fact the bank is in duty bound 
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morally to exercise such care in the 
making of personal leans secured by 
co-makers that, excepting for defaults 
which arise as a result of contingen- 
cies beyond reasonable control, no co- 
maker should be called upon to make 
good on a note which he has signed 
as a matter of accommodation. More- 
over, it admits of no argument that, 
generally speaking, no wage earner 
should be permitted to borrow an 
amount, which represents one-third to 
two-thirds of his annual salary, repay- 
able within one year or even eighteen 
months. 

Another strict rule to which the 
Hudson County National Bank has 
adhered is that the loan must be for a 
legitimate purpose—legitimate in the 
sense that it is for the purpose of buy- 
ing either a necessity or meeting things 
which are accepted as necessary in the 
ordinary sense. ‘The personal loan de- 
partment, therefore, will not accom- 
modate borrowers for purpose of en- 
abling them to pay the initial install- 
ment on an automobile, (except where 
an automobile is absolutely necessary 
for one’s business or in the conduct of 
one’s professional work) nor will it 
extend an accommodation for purposes 
other than such things as meeting un- 
foreseen and unanticipated expenses; 
such as, medical expenses, hospital, 
dentist, taxes, plumbing or painting 
bills. 

The bank takes the position that in 
extending loans for purposes other than 
those which are here enumerated, it 
not only stimulates the tremendous 
amount of installment buying and 
selling, but encourages an over expan- 
sion thereof, which, if sufficiently mul- 
tiplied, may seriously lead to difficulties. 

Though the Bank continues to in- 
sist upon co-makers on loans above 
$100. it does so merely for the pur- 
pose of placing an additional restraint 
on the borrower rather than for the 
purpose of relying and relying solely, 
as some do, on the co-makers as se- 
curity for the money so advanced. 

It is curious that one can almost 
gauge current business and economic 
trends by observing personal loan ac- 
tivity over a period of time because 
since the repayment of the loan de- 
pends upon one’s income and income 
in turn depends upon employment, em- 
ployment is probably the most impor- 
tant factor in the making of personal 
loans. Conversely a gradual reduction 
in employment and industrial and bus- 





iness activity slows down the applica- 
tions for loans and, as a matter of fact, 
during the period of industrial inac- 
tivity such as we reached in 1932, per- 
sonal loans were practically down at 
the bottom. 





Volume in personal loans 
should not be a bank’s sole 
goal, says Mr. Bernhard, 
because “grief may easily re- 
sult from over-extension.” 


This, of course, presents a problem 
which, frankly, we have not yet solved 
(and it is seriously questionable 
whether it can be solved) namely, that 
the personal loan department is avail- 
able to prospective borrowers during 
a period of general industrial and bus- 
iness activity when, as a matter of fact, 
the prospective borrower, barring un- 
foreseen contingencies, earns enough 
or should earn enough to take care of 
his reasonable requirements, whereas 
in a period of industrial inactivity and 
unemployment when he does not earn 
enough or nothing at all he is unable 
to obtain a loan since he has no em- 
ployment or his employment is uncer- 
tain. 

Admittedly this is a problem that 
might well be the subject of careful 
study by the Russell Sage Foundation, 
the American Bankers Association or 
other organizations which are at pres- 
ent engaged in developing the subject 
further. But until the solution to the 
problem presents itself the fact re- 
mains that personal loans, like other 
forms of credit, are not and should 
not be based upon sentiment, sympathy 
or charitable impulses but must be 
looked upon from the standpoint of 


sound, common sense. The point is 
that in granting commercial loans the 
credit is tested by factors such as—the 
purpose of the loan, current industrial 
activity, price level, probable demand 
for the article, etc. So, many equally 
important factors should be considered 
before a personal loan is granted. 

Such loans, like any other loan for 
that matter, should not be granted 
merely for the sake of swelling earn- 
ings temporarily, disregarding factors 
which are important both for ultimate 
benefit of the borrower as well as the 
ultimate safety of the loan to the 
lender. 

As far as the mechanical details are 
concerned we have for a number of 
years been able to work out a system 
which is comparatively simple. The 
prospective borrower applies to any 
one of our offices for a personal loan. 
If it is evident from the preliminary 
interview that the borrower has a le- 
gitimate need for money and reason- 
able ability to repay it, that is, he is 
employed and able to obtain the neces- 
sary endorser, an application is filled 
out for him, or, if he prefers, is given 
to him together with the note to be 
signed by the co-maker. When he re- 
turns the application it is checked and 
an answer is given within 24 hours. 
The borrower must agree to repay the 
loan within one year by equal weekly, 
bi-monthly or monthly installments 
which’ are credited into a separate ac- 
count in our savings department and 
which account is automatically assigned 
by the application which the borrower 
executes. 

Personal loan departments are par- 
ticularly easy to develop in industrial 
communities, for such communities be- 
cause of the demand for loans on an- 
ticipated or current income offer a 
veritable gold mine to loan sharks. 

Personnel managers and even boards 
of directors of important industries have 
been, should be and are seriously con- 
cerned with the loan shark evil be- 
cause they know that workers in the 
clutches of loan sharks or unable to 
raise money in times of emergency do 
not produce the best work because their 
minds are occupied with personal prob- 
lems. The result is that all indus- 
tries have welcomed the personal loan 
department idea in banks and to this 
end have made available to us the 
records of their personnel departments. 
This makes it comparatively easy to 
check up on the (Continued on page 30) 
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The S.E.C. and your pocket-book 


How often have you heard the 

cry: “There ought to be a law 
WW against it”? When thousands of 

bewildered people lost their shirts 
in the stock market in 1929, it was 
not surprising to hear the demand on 
many sides that something be done 
about it. The pocketbooks of thou- 
sands had been sorely affected. 

In the horse and buggy days, citizens 
got together in the town meeting to 
talk over proposed reforms or improve- 
ments and to decide whether the cost 
was justified. Life is no longer so 
simple. Community of interests exists 
only within groups, and our population 
comprises many large groups whose in- 
terests differ, if they do not in fact con- 
flict. So Uncle Sam tries to provide 
checks and balances which will main- 
tain equilibrium between these many 
groups, by means of legislation which 
restricts the activities of some but af- 
fords real protection to the large 
majority.* 

Heeding the hue and cry of the in- 
vesting public, Congress passed the 
securities and exchange acts in 1933 
and 1934. The law says: ; 

“Such trading (in securities) is af- 
fected with a national public interest 
which makes it necessary to provide 
for the regulation and control . . . of 
matters related thereto . . . in order 
to insure the maintenance of fair and 
honest markets.” 

Is such regulation new? 

Years ago most of the states in the 
Union enacted so-called blue-sky laws 
seeking to curb the activities of fly-by- 
night promoters and _ over-confident 
business men. All the large stock ex- 
changes required the disclosure of the 
financial condition and earnings of 
companies. The figures gathered by 
these state commissions and exchanges 
were available, and those who bought 
securities intelligently depended upon 
such data. This material was, on the 
whole, reliable, adequate and satisfac- 
tory. However, many aspects of 
financial reporting and marketing prac- 





* The material in this article ts based on a 
radio broadcast by the author under the auspices 
of the New York Chapter of the National Asso- 
ciation of Cost Accountants. 


tices have been severely criticized. 
Some of that criticism was justified. 
Much of it was based on hindsight. 
Such criticism ignored traditional 
methods and the faith in continuing 
prosperity which prevailed at the time. 

How may securities legislation pro- 
tect investors’ pocketbooks? 

In theory it is very simple: First, 
demand the publication of all material 
facts which may influence one trading 
in securities; Second, provide real 
punishment for misrepresentation or 
failure to disclose material facts; 
Third, require one accused to prove 
that he acted in good faith and had no 
knowledge that statements were false 
or misleading. 

Running to extremes is a common 
human trait, and the innocent often 
suffer with the guilty in effecting re- 
forms. This legislation bore down 
rather heavily upon all who had a 
hand in floating securities. 

W hat is meant by all material facts? 

Broadly speaking, anything that 
may affect the judgment of a prudent 
investor is a material fact. This is in- 
deed a large order. Hence, strong 
agitation continues to demand the 
amendment of the acts, to require only 
specified disclosures, be they ten or ten 
hundred. “Where,” critics ask, “would 
one find the superman who could fore- 
see all that might affect the judgment 
of every prudent investor?” 

Fortunately, we have been blessed 
with a commission whose members 
realize the practical difficulties of finan- 
cial reporting, and the regulations, rul- 
ings and decisions of the S. E. C. have 
created a reassuring body of precedents 
concerning fair disclosure of material 
facts. The commission, apparently, 
combats: the theory of specified disclo- 
sures. ‘They believe that such a pol- 
icy would create inflexible standards, 
inapplicable-in many cases. 

On the other hand, they believe such 
a policy would exclude disclosures 
manifestly material, although peculiar 
to other cases. It may be said sin- 
cerely that the suggestions made by 
the commission have sought to protect 
those subject to the penalties of the 


acts from deliberate or even innocent 
omission of important data. 

What penalties does the law pro- 
vide? 

It provides that an investor may 
recover damages for false or mislead- 
ing statements, or failure to disclose 
material facts. The amount of such 
damages is measured by the investor’s 
loss. In addition, penalties are im- 
posed for violation of the provisions of 
the acts in the form of fines not exceed- 
ing $5,000 or imprisonment for not 
more than five years, or both. No one 
may quarrel with these penalties, justly 
administered. The one involves resti- 
tution, and the other relates to punish- 
ment. 

However, our basic law, as the lay- 
man understands it, considers a man 
innocent unless proven guilty. Under 
the securities and exchange acts he 
must prove himself innocent. The 
sponsors of the law seek to justify this 
radical departure on the basis that the 
ancient legal principle, ‘““Let the buyer 
beware” should, in this enlightened 
day, be changed to: “Let the seller be- 
ware.” 

How does the S8.E.C. function? 

There are five commissioners who 
devote their full time to that office, as- 
sisted by a large and competent staff of 
experts who have jurisdiction under 
both acts. The securities act relates to 
the conditions under which offerings 
of new securities may be made, while 
the securities exchange act deals with 
securities already outstanding and the 
things which must be done if continued 
trading in such securities, on licensed 
exchanges, .is desired. The latter law 
also regulates the operation of stock 
exchanges by empowering the S.E.C. 
to govern margin requirements, to 
limit the borrowing capacity of mem- 
ber brokers, and to prescribe rules pre- 
venting the unfair manipulation of se- 
curity prices. 

These matters are highly important 
for the protection of investors, from 
the standpoint of preventing unsound 
speculation and distortion of stock mar- 
ket activity; but the average investor is 
more directly affected by the character 
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By VICTOR H. STEMPF, Chairman 
Committee on Federal Income Taxation, 
American Institute of Accountants 


of financial reporting and the adequate 
disclosure of material facts in docu- 
ments which solicit investment funds. 

If only Uncle Sam could say, “This 
is a good investment,” or better yet, 
guarantee that fact, everything would 
be perfect. Now, it must be empha- 
sized that Uncle Sam does not insure 
private investments. These laws do 
not prescribe the kind of securities to 
be issued in a given case, nor place 
government approval on the ‘merits of 
securities issued. The buyer must still 
think for himself. He is assured, how- 
ever, of an abundance of reliable in- 
formation from which to draw his 
conclusions, if he has the intelligence 
and patience to analyze the data. 

Does the ordinary investor study 
corporate finance? 

Very few of the thousands who 
speculated in 1929 and earlier ever re- 
ferred to the financial data filed with 
state commissions and stock exchanges, 
or tried to interpret published financial 
statements. Hearsay and hunch were 
their favorite guides. They might as 
well have risked their money on cards, 
keeno or craps. 

Critics ask: “Are they not less apt to 
make use of the voluminous material 
now available in the S.E.C. reports?” 
The commission does not deny the 
logic of this conclusion, but replies that 
those who want it are now assured 
adequate information upon which to 
judge the merits of securities. Such 
data are available not alone in Wash- 
ington, but also in S.E.C. branches in 
other large cities. Facsimile copies 
may be obtained at reasonable cost. 

What information does the investor 
require? 

The value of a security is measured 
basically by the potential earning 
power of the resources back of it. What 
income are these resources likely to 
produce in the future? Is the industry 
gaining importance, or is it dying? 
What is the relative position of the 
particular company in the industry? 
How do current economic trends affect 
the purchasing power of its potential 
Customers? How will it be affected by 
Competitive products? These are a few 


of the conditions which a shrewd in- 
vestor must consider, entirely aside 
from the interpretation of financial re- 
ports. In business, as in all human 
enterprise, we have no better guide to 
the future than to interpret the past. 





How is our 
“Digest’-ion? 


Our “Digest’’-ion is fine, thank- 


you, and we acknowledge with ap- 
preciation the inclusion of material 
from recent issues of “Credit and 
Financial Management’ in the 
January issues of both ‘Business 
Digest’’ and ““Magazine Digest.” The 
former is published in Chicago and 
the latter is a Canadian publication. 

“Business Digest” briefed the ar- 
ticle in our December issue by 
Rhae M. Swisher on Financial State- 
ments, also including Dr. Wilford 
L. White’s article on Instalment 
Credits in its special list of ‘Articles 
Worth Reading.” 

‘Magazine Digest’ reprinted the 
collection verses by Helen H. Mut- 
nick which appeared on page 29 
of our November issue. 





What is meant by financial report- 
ing? 

Management keeps itself informed 
by means of summaries prepared from 
its accounting records. The two prin- 
cipal summaries are: (1) The balance- 
sheet, which is a concise statement pre- 
senting a classified list of what it owns 
and what its owes, and (2) the state- 
ment of operations, which is a related 
financial summary showing a classified 
list of the income and expenses which 
have produced a net profit or loss. 
Largely upon the basis of these two, 
management plans the future operation 
of the business; and it follows that 
these same statements serve a similar 
purpose to investors. There are other 
schedules which elaborate the totals 
expressed in the major statements, but 
time does not permit more description. 

It is important that investors should 
understand clearly the general charac- 


ter of financial reports. Such reports 
seek to present facts; but the facts are 
expressions of opinion based on conven- 
tional practices of accounting and valu- 
ation, involving estimate and judgment 
by those who prepare them. To gain a 
clearer comprehension of this subject, 
every investor should read the report 
published by the U. S. Department of 
Commerce: “Reports to Stockholders.” 

Business is constantly moving and 
changing. So many dollars may be 
due from customers, but the total must 
be reduced by an estimate of losses. 
So many dollars may have been paid 
for equipment, but someone’s judgment 
of deterioration must be applied to ex- 
press an accurate valuation. So many 
dollars may have been spent in pro- 
ducing finished goods, but part of it 
may be unsalable and someone’s opin- 
ion must be applied to determine an 
equitable valuation. The objective is 
to present financial statements which 
show the picture fairly, and to do so, 
recognized principles must be adhered 
to consistently. 

These principles are not-all fixed like 
weights and. measures, but are flexible 
in many :instances, to fit varying cir- 
cumstances. This has not been clearly 
understood by the investing public. The 
S.E.C. renders a valuable service by 
requiring the accounting methods of 
companies to be explained, particularly 
when they involve departures from 
ordinary practice, 

In conclusion: The securities and 
exchange acts involve huge expendi- 
tures—in S.E.C. administration, and 
in added cost of preparing financial 
reports. ‘These costs must be borne by 
investors or by the entire population, 
either through increased operating ex- 
penses of the corporations or through 
direct or indirect taxation. On the 
other hand, improvements in the form 
and substance of financial reporting are 
assured, and the pocketbooks of pros- 
pective investors, obviously, are pro- 
tected by such improvements. 

If Uncle Sam succeeds in reducing 
the dangers of stock market manipula- 
tion; if he makes investors conscious 
of the importance. of careful interpre- 
tation of financial statements, these 
laws may indeed prove a boon to the 
American public. The investor must 
do his part by being more deliberate, by 
studying the available $.E.C. material, 
and by developing discrimination based 
on a knowledge of corporate finance. 
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Chicago hotels crack-down 


on bad credit risks 


Chicago hotel—whether it is to 

cash a check or open a charge ac- 

count—he should first pause to 
consider what his past life has been and 
whether the credentials he has to offer 
are so good he would put the O.K. 
stamp on himself. If there is anything 
cloudy about his past, or if his cre- 
dentials are not exactly top grade as 
to quality, he might be embarrassed by 
having his request denied. Fact is that 
these days Chicago hotel credit man- 
agers are putting the check and double 
check on every request . . . and they 
have a way of putting it on fast—and 
sure. 

Hotels which have long been looked 
on as the prize Easy Marks by de- 
frauders such as forgers, check passers, 
skippers and others of the brand, have 
in the past two years become decidedly 
tough to deal with. At least, the hotels 
in Chicago have become tough. Re- 
sult is the word has gone out among 
the gentry that Chicago is “hot” and 
that even though a job is pulled it is 
going to be for only a small amount— 
and he who pulls it is going to be on 
the dodge forever after. 

In two separated offices are the ma- 
chinery which directs these operations. 
One is in the office of the Greater Chi- 
cago Hotel Association, which num- 
bers 55 Chicago hotels and services the 
membership of the Illinois Hotels As- 
sociation which numbers 115 downstate 
houses. The other is in the office of 
the Residential Hotel Association, 
which takes in nearly 200 apartment 
hotels scattered throughout the city 
and suburbs. Neither office attempts 
in any way to dictate who shall receive 
credit and who shall not. But chances 
are that if the applicant has ever vio- 
lated his right to have credit dealings 
one or the other will find out about 
it in short order. 

Here are assembled the records of 


= Before anyone asks for credit in a 
Vy 


by GEORGE APPLEGREN 


individuals from every state. If any- 
one has ever left a hotel holding the 
bag—there will be an account of it. 
The records show not only experiences 
of Chicago hotels but of hotels every- 
where—in this country and in every 
other country—filed and cross-filed, all 
neatly arranged on uniform 3 x 5 cards, 
white cards and red cards. The red 
cards are danger signals. 

Lest there might be some who will 
misunderstand, it is explained that it 
is easier to get credit from a Chicago 
hotel today than it was two years ago. 
Easier, that is, if one comes with a 
clean bill of health. Honest exchange 
of information between member hotels 
is responsible for this. When the 
credit manager of “A” hotel asks the 
credit manager of “B” hotel what he 
can give him as regards the rating of 
John Smith of Kalamazoo he knows 
he will get a true report. And the 
manager of “C” hotel who wants to 
find out about John Brown of Cleve- 
land he knows he can go to “A” hotel 
and get exactly the information he 
needs. 

It is explained that in the two offices 
are kept cards on only outstanding bad 
risks. They represent cases which 
hotels have not been able to collect and 
which have been turned over to the 
Association. 

Hotels keep their own files of their 
personal experiences—drawer on 
drawer of them; red cards and white, 
most of them white but a good sprink- 
ling of red ones. Everytime a guest 
registers it is routine to check the file. 
Special clerks are assigned to nothing 
else. Wherever there is a red card in 
that name it stands as a warning 
signal. The red card might probably 
be against a different person, which is 


usually the case, but it enables the 
credit department to be on its guard 
always. 

There are some cards which carry 
the notation “WANTED.” These 
are largely from police departments, 
who send their “Pick-Up” notices to 
hotels. House officers—“hotel dicks” 
—view these cards before they are filed 
away and whenever they come across 
someone who is on the run immediately 
get in touch with the local police to 
make the arrest. House officers rarely 
make arrests themselves, letting the 
police take credit, if there is any credit, 
and insuring the hotel against possible 
consequences of damage suit if a mis- 
take is made. 

While conditions are not one hun- 
dred per cent perfect—and likely never 
will be—still and all they are far bet- 
ter than they were. It isn’t such a 
long time ago that Chicago hotels bal- 
anced their books by writing off large 
sums. The story is told that a Loop 
hotel once wrote off $47,000 as the ac- 
cumulation of twelve months. This 
same hotel today, with two months of 
the year still to go, is holding less than 
$1,000 in its ledgers that it may have 
to carry over, and so far it has not 
cashed a single bad check. The busi- 
ness this house does can be judged in 
a measure by the fact that it has out- 
standing 60,000 credit courtesy cards 
and that its charge accounts exceed 
$200,000 a month. 

Take those same figures in variable 
amounts to the business done and type 
of hotel and they can be made repre- 
sentative of most any house. 

It was such things as the above that 
caused hotelmen to take their Credit 
Protective Association seriously. This 
Association, which is really a Bureau 
for clearing information, had func 
tioned for about twenty years. ‘lwo 
years ago it installed a Teletype which 
was connected with the credit depart 
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nent of every member hotel. The of- 
‘ice is open every hour of every day in 
‘he year. Queries are passed along the 
inoment they are received, and only 
in most extreme cases does it take a; 
long as five minutes for a reply to come 
through. Two minutes is nearer to 
being the average. 

Take a case that was handled bur 
recently. A guest checked in. Going 
up in the elevator he remarked to the 
bell-hop how tired he was of being 
“out” and how glad he would be when 
his trip was finished. This was a mis- 
take, because bell-hops know that men 
who take long trips have heavy bags. 
This man’s bag didn’t seem heavy 
enough. When he returned to the 
ground floor the bell-hop went directly 
to the credit manager’s office and made 
a report. A query was put through to 
the Protective Association office, but 
the report showed no information on 
file. It was sent out to all the hotels 
and no one could throw any light on 
the guest. Meantime, in the course 
of the next day he signed the checks 
for meals and other services to his ac- 
count, fourteen items in all. When 
the credit manager was unable to get a 
line on the guest from available sources 
he dispatched a telegram to the firm 
whose name he had given when reg- 
istering. The firm replied that he «vas 
not employed by them. 

When the guest was ready to check 
out he gave a firm check at the 
cashier’s window for something like 
twice the amount of his bill. He 
showed numerous identification cards 
such a man customarily carries . . . even 
to credit cards on half a dozen hotels 
over the country. 

The cashier asked him to step into 
the auditor’s office to have it okayed. 

There under severe questioning he 
confessed to numerous aliases which 
when they were assembled made a file 
two inches thick. They revealed, also, 
that he was “Wanted” by half a dozen 
cities. Remember, he had never before 
attempted to defraud a Chicago hotel. 
He had, however, in the day of his 
stay passed over $500 worth of checks 
on various business firms under his 
aliases. 

This man still has about six months 
to serve of a year’s sentence in the 
House of Correction. When he gets 
out police of other cities will be wait- 
ing for him. 

“his brings up how the Protective 





1S ASSN. TO COLLECT 
ACCORDING TO TERMS 
ON E Si 





R NG ce BY 





PROTECTIVE DEPARTMENT | 
ILLINOIS HOTEL ASSOCIATION | 
-. HOTEL CREDIT MEN'S ASSOCIATION 
GREATER CHICAGO HOTEL ASSOCIATION 
ROOM 1402 — 58 EAST CONGRESS ST., CHICAGO, ILL. 


It Is agreed that if this account is referred to the Protective Department of these 


associations for collection, the fees to be charged. for 


this service will be based on 


the following uniform rates recommended by the Commercial Law League of America: 
15% on the first $500.00 . 
10% on the exces of $500.00 to $1000.00 
5% on the excess of $1000.00 27. 3 
Minimum commission $7.50 ee . 


For suit: 


On items of $15.00, or less, 50% => 
A suit fee, of not less than $7.50, tbe added to commision, the 


whole not to exceed 50% of the amount of the claim. 







4 All fees are contingent 
"that all court costs and suit 4 





with the exception of suit fees, ‘tt is further agreed - 
are payable by the hotel in ac ive 
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This form is made out in duplicate. One copy is kept by the hotel 


and the other sent to the Protection Department. 


Besides, this system 


uses two variations of a pink form which is too large to illustrate here. 
Both pink forms are mimeographed and sent to hotels all over the 


country in a mutual exchange of similar forms. 


Of the two forms, the 


city ledger form is used when they know where to locate the party. 
The claim form is used when they want hotels in other cities to be on 


the watch and notify. 








Association swaps information with 
State Street stores, which have a similar 
arrangement between themselves. 

The two offices have established a 
bond of confidence which knows no 
bounds. Subscribers to either office are 
assured at all times that they will re- 
ceive honest answers from both their 
own members and members of the other 
group. So both are profiting and sav- 
ing money. 

Consider the plight of skippers— 
those persons who are either continu- 
ally behind in their rent accounts or 
who figure it is cheaper to move than 


pay up. Assume (as the writer knows 
of a case) that Miss Smith was ap- 
proached by the manager of “A” hotel 
about her bill. He asks her to pay ac- 
count up to date and keep her rent 
paid in advance if she expected to have 
benefit of his weekly rates. Miss Smith 
became indignant. She moved to “B” 
apartment hotel. She told the man- 
ager there that she expected to be a 
permanent guest and paid a week’s rent 
in advance. 

What happened? The manager at 
“B” hotel reckoned rightly that she 
had lived in apartment hotels previous- 
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ly to come to his house. 
the Association office. 


He phoned 
That office re- 
ceived a report from “A” hotel, which 


it relayed to “B.” After about three 
weeks Miss Smith became delinquent. 
It was a simple matter for the man- 
ager at “B” to save himself a trouble- 
some situation. 

When the doctor knows a case his- 
tory it is simple to prescribe. 

On file in the Protective Association 
office are nearly 100,000 cards. They 
go back several years. Many, probably 
half, have been sent out by other As- 
sociations. These are generally on red 
cards. 

It is not to be thought that everyone 
who checks into a hotel and asks the 
courtesy of credit is bent on defraud- 
ing. Not as many as one per cent 
have this in mind. Those who do have 
are quickly detected. 

Obviously it costs money to main- 
tain such a system. But it is a sound 
investment to spend $40 to apprehend 
and bring to trial someone who de- 
liberately defrauded a member sub- 
scriber of $20. It is the effect that 
counts, 

When this writer was in the Asso- 
ciation office a hotel reported it had 
information that a party who passed 
a $22 check on it was in St. Louis. 


Word was flashed to St. Louis to have 
him picked up. Extradition papers 
were necessary to bring him back, and 
these were prepared and taken to the 
governor for signature. ‘Two police 
officers were sent to the Missouri city 
for him. The Association attorney 
took part in the trial. He received six 
months in jail. 

The principle on which the system 
operates is much the same as on which 
other businesses run their credit re- 
lations. The Won’t Pays are sought 
out with intense aggressiveness—it 
might take a year, two years or three 
years, but they are run down sooner 
or later. 

Just the other week the Association 
brought about the arrest on the Pacific 
Coast of a scion of a late nationally 
known industrialist. It cost more to 
send officers to California and bring 
him back than the amount of the check 
he had passed—but he was brought 
back. The case had its good effects. 

So far as is known, Chicago is the 
only city where credit managers ex- 
change frank and honest information 
to others in their field and where they 
go beyond their own field. There are 
three or four metropolitan cities which 
have recently sent committees of hotel 
men to Chicago to investigate how the 


Virginia's instalment terms 
are now under control 


“Bankers Discount Conference of 
Virginia” has been adopted as the 
official permanent name of the confer- 
ence of Virginia banks which recently, 
in cooperation with the Banking De- 
partment of the State of Virginia, 
drafted rules and regulations govern- 
ing minimum down payments and 
maximum maturities for instalment 
financing. 

All state and national banks, indus- 
trial loan companies, finance com- 
panies, and other institutions purchas- 
ing or making loans on instalment pur- 
chase paper, are eligible for member- 
ship in this newly-formed conference. 

The newly drafted constitution of 
the Conference states that it “is an 
unincorporated, voluntary conference 
of interested banks, industrial loan as- 
sociations, and finance companies, to 
consider, act upon, and make recom- 


mendations in regard to the standards 
and methods by which banks and other 
organizations shall handle the purchase 
of paper arising out of the sale of 
goods on an instalment basis, with the 
purpose of making the practices bene- 
ficial and constructive, and eliminating 
practices deemed inimical to the best 
interests of purchasers, sellers, and the 
discounting financial institutions; and 
to act as liaison between the members 
of the Conference and the State Bank- 
ing Department, other supervisory of- 
ficials, and other organizations engaged 
in similar businesses.” 

This permanent organization has 
evolved from a meeting of some 70 
Virginia bank officials called on Sep- 
tember 29th by M. E. Bristow, Vir- 
ginia State Commissioner of Banking, 
to call attention to an apparent ten- 
dency to provide facilities for financing 


system works. ‘These emissaries have 
given voice to their astonishment of the 
great value of the system. It may soon 
be that other cities will suddenly be- 
come “hot.” 

Not only does the system work for 
benefit of hotels in their protection, but 
it frequently is a convenience for 
guests. Assume that John Smith is in 
business in Kalamazoo. He usually 
stops at “A” hotel, but this time he is 
attending a convention meeting at “B” 
hotel. When he goes to check out his 
bill is about $50, and he needs some 
money for railroad fare so he offers a 
check for $75. He has a credit card 
from “A” hotel. It is a simple matter 
for the credit manager at “B” hotel to 
put a query through the Association of- 
fice to find out if he is a good risk. If 
“A” hotel reports he has a limit of 
$50, it is entirely up to “B” if they 
want to take a chance on his check for 
$75. They probably will, and the 
check will probably be good. But if 
it isn’t, both “A” and “B” files will 
show red cards. 

Sometimes there are misunderstand- 
ings and errors as explanation for red 
cards. These misunderstandings can 
be and are corrected. As a general 
thing, though, its a whole lot easier to 
get a red card than to get rid of one. 


articles which had been sold with too 
small down payments and too long 
maturities, to discuss freely the prob- 
lems arising therefrom and to afford 
the bankers themselves an opportunity 
to take the initiative in setting up 
proper standard policies and terms for 
discounting instalment paper. 


Wage rates in 
building trades 


There was an increase of 7 per cent 
in the index of union hourly wage rates 
for the building trades between 1936 
and 1937. The sustained and acceler- 
ated rise in hourly wage rates from the 
low point in 1933 resulted in a 1937 
index almost 13 per cent higher than 
that of 1933. A slight increase in 
hours in 1937, 0.4 per cent, appears to 
be chiefly a result of the abandonment 
by local unions of share-the-work plans 
as employment opportunities have in- 
creased. This is evidenced by the fact 
that most of the increases were from 
a 30-hour to a longer week. ‘There 
were scarcely any increases among the 
40-hour scales. 
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Credit men: 


What do you do about “uniform terms”? 


ie 


Read this letter: 


n 











d Sirs: 
The letters you have printed on “Terms-chiselers” are interest- 
: ' ing and timely. We think you rendered your readers a good service 
tf in starting a discussion of this kind. We believe it will lead to an 
of improvement in trade practices. We would like to see it prolonged 
ey and increased. 
or Perhaps, we are looking into Utopia, nevertheless, we have a 
he suggestion to make. Why not start a discussion on “uniform terms”’ 
if for like industry? We are interested in knowing what others think 
ill of the possibility. We realize it would not be easy for all concerns 
to be brought into agreement, NRA demonstrated that, yet, it is 
id- something to be thinking about. 
ed We think the National Association of Credit Men could do 
“I business a great service if it would undertake to educate industry and 
a commerce to the value of uniform terms. We believe sales man- 
. agers and salesmen would welcome uniform terms because then they 
ade could sell merchandise rather than terms. If there were uniform 
too terms, “terms chiseling” could be greatly eliminated and that would 
ong make for more pleasant and profitable relation between buyer and 
‘ob- seller. 
86 Our own sales manager, H. N. Fisch, who is a director of the 
nity 


National Federation of Sales Executives, says he feels the Federation 
would be interested in a discussion of uniform terms and he pro- 
for ; ; ; : 
poses to introduce the subject at the next national convention. 
If you think the idea has merit, why not start the “ball to 





rolling”? 
Sincerely yours 

om B. Lotspeich 
oad Credit Department 
oe H. J. Justin & Sons, Inc. 
» the Fort Worth, Texas 
1937 
than 
se in 
irs to 


' t s s 

‘lass § And now— please write us your views and how you handle these cases. 

e in- 

» fact 

f ; 

rh 7 In a subsequent issue of Credit and Financial Management, we will publish a cross-section of our readers’ opinions. 
ig. the 
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Possibilities of field warehousing 


by C. F. MATHER, Special Writer 








Legal Limits On Loans Provided By State Laws 


Showing Loans Allowed In Addition To Open Lines, When Secured 
By Warehouse Receipts—In Per Cent Of Capital Funds 








State Open 

Line 
Alabama............. 10 
RE. cates seuen 15 
GR 6555.05 cckss 20 
NES |... coven 10 
I cos sesccees 15 
Connecticut.......... 10 
DONO. .2 5 250s seve 10 
eee ee 
RS «4 iss csecncwe 10 
SN cds scvuns enews 20 
SE, nih iceesaowsen 15 
is cs cveens 10 
EE ee ed eet 20 
Co cuscnussawes 15 
Kentucky............ 20 
Louisiana. ........... 20 
SS Gksk sone wake 10 
Maryland............ 10 
Massachusetts........ 20 
eee 20 
Minnesota............ 15 
Mississippi...........| 15 

Bs asc nn nns 15-25 
Montana............. 20 





Secured by 
Warehouse 
Receipts 


No limit 
25 


No limit 


15-25 


No limit 
50 


25 
25 
No limit 


No limit 


No increase 


15 


40 


No limit 
No limit 
100 


20 


25 


No increase 


No increase 
No limit _ 
No limit 


35 


Conditions for Additional Loans 
on Warehouse Receipts 


Loans up to 80% of the value of the goods may be made. 


Secured by readily marketable non-perishable staple com- 
modities in warehouse. 


Secured - By. insured warehouse receipts on property 
whose mar ue is 10% in excess of the loan. 


While a bank may loan only 10% of capital funds to one indi- 
vidual without security, it may loan an additional 15% at 
a later date upon goods whose market value is 15% in excess 
of the loan. it may loan as m' as 25% at one time on 
goods whose onekal value is 115% of the loan if there is no 
open line credit. 


Secured by warehoused commodities. 


Banks may issue acceptances of drafts with warehouse re- 
ceipts eT up to 50% of capital and surplus. 


Goods must exceed loan by 15% in value. 
Secured by warehouse receipts. 


Loans up to 80% of the value of the goods may be made when 


the security is fully insured and title is transferred. 


Goods represented by warehouse receipts or bills of lading 
must be worth 120% of the loan. 


No provision for additional loans. 


Secured by warehouse receipts on goods valued at not less 
than 115% of loan. 


When loan is secured by Salty insured wareh ouse receipts 
S readily marketable collateral with a value of 120% of the 
oan. 


When loan is secured by bona fide warehouse receipts on 
readily marketable collateral. 


Loans must be fully secured by warehouse receipts on readily 
marketable staple products. 


Woen Salty secured by warehouse receipts for readily market- 
able 


Loans must be secured by warehoused commodities whose 
market value is equal to the excess, and approved by the 
majority of the board of directors. 


Secured by goods or commodities in process of shipment or 
in bonded warehouses. 


No provision for further loans. 


When the 20% limitation is srettent, | iene must be approved 
by two-thirds of the board of directo: 


Secured by warehoused goods, fully insured or stored in 
epee warehouse, with market value 10% in excess of 
oan 


Secured by warehouse receipts; loans made on bills of lading 
restricted to 80% of the market value of the goods represented. 


Secured by warehouse recei 

sufficient amount to protect 

In all other cases. locus limited to: 

15% in towns with population of 100,000 or more. 
‘0 in towns with population of less than 100,000. 

25% in towns with population of less than 7,000. 


mae ke pati a market value of 


No provision for additional loans. 


The question arises in warehous- 
ing operations whether banks are 
lu held to the same limits on such 
loans as on open account credits. 
Most states limit “open” loans to a 
certain percentage of the bank’s capital 
funds, this percentage ranging from 
10 tx 25% with a majority of the states 
setting the limit at 10%. On loans 
which are secured by such documents 
as warehousing receipts, the legal 
limits are considerably expanded, from 
80% to 100% of the market value of 
the merchandise covered. In the tables 
presented herewith the open loans 
are compared with those covered by 
warehouse receipts. 


From the facts presented in these 
tables it is evident that warehouse 
financing provided practically its own 
funds. This is an advantage both to 
the banker and to the borrower as 


‘these operations thus stand in their own 


class and do not in a majority of states 
affect the limits on “open” credits. 

Some months back I presented my 
ideas about warehousing and Mr. T. R. 
Griswold also has an interesting article 
on this subject in Credit and Financial 
Management. Since writing my first 
article other possibilities of warehous- 
ing and especially the field warehousing 
operations have come under my observa- 
tion. 

Most borrowers would not want to 
employ field warehousing unless they 
need financing on the goods placed 
under the care of the warehouse cor- 
poration. ‘There are cases however, 
where such warehousing is used in dis- 
tribution plans. And second we must 
consider that the title to the goods 
financed in this way theoretically passes 
to the bank accepting the warehouse re- 
ceipts as collateral. 

As stated by Mr. Griswold, the bank 
generally has an agreement with the 
one hypothecating the warehouse re- 
ceipts that all goods will be taken back 
by the maker of the loan. But should 
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Legal Limits On Loans Provided By State Laws 


Showing Loans Allowed In Addition To Open Lines, When Secured 
By Warehouse Receipts—In Per Cent Of Capital Funds 

















Secured by 
State Open | Warehouse 
Line Receipts 
Nebraska............- 20 No increase 
New oi x5c steers 25 No increase 
New Hampshire... ... 10 No increase 
New Jersey........... 10 25 
New Mexico.......... 20 No increase 
. eee 10 25 
North Carolina....... 20 No increase 
North Dakota........ 10-15 No limit 
SING candice hed oneees 20 No increase 
Oklahoma............ 15 No increase 
MAMIE, ice batons cose 10 
25 
30 
35 
40 
45 
50 
Pennsylvania........ 10 No limit 
Rhode Island........ 10 1/3 of 
deposits 
South Carolina....... 15 15-50 
South Dakota........ 20 No increase 
TORMMIODS 6 60060005 15 25 
UE Ls thine Uahivvlead’: 25 No limit 
MUN fe wack das semen 15 No increase 
WOME. 6 cicciceiens 30,000 | 1% of deposits 
which are in 
excess of one 
million dollars 
WN 05 chin nis'exe 15 
30 
35 
40 
45 
50 
55 
Washington.......... 10 No limit 
West Virginia......... 10 
25 
30 
35 
40 
45 
50 
Wisconsin........000. 20 30 
Wyoming. .......s0. 20 No increase 
Feceral (applies to 
all sational banks)...| 10 = 
35 
40 
45 
50 


Conditions for Additional Loans 
on Warehouse Receipts 


Law does not provide for any exceptions. 

No provision for additional loans. 

No provision for additional loans. 

Secured by warehouse receipts or bills of lading. 

No provision for additional loans. 

When properly secured by warehouse receipts. 

No provision for additional loans. 

Loan must be secured by warehoused goods or bills of lading. 
No provision for additional loans. 

No provision for additional ioans. 


Secured by shipping documents or warehouse receipts issued 
ow an adequately bonded warehouse. 

hen market value of goods is 115% of loan. 
When market value of goods is 120% of loan. 
When market value of goods is 125% of loan. 
When market value of goods is 130% of loan. 
When market value of goods is 135% of loan. 
When market value of goods is 140% of loan. aes 
This exception shall not apply if total unsecured obligations 
are in excess of 10% of bank’s unimpaired capital and surplus, 
nor shall it apply for more than 10 months to obligations of 
any one customer arising from the same transactions and/or 
secured by the identical staples. 


Secured by fully insured collateral conveying title to readily- 
marketable non-perishable staple goods, having an ascertained 
market value 15% in excess of liability. 


Secured by goods having a market value of 120% of the loan. 


Secured by shipping documents or warehouse receipts for 
readily marketable, non-perishable staples, which are fully 
insured. 


No provision for additional loans. 


Secured by warehouse receipts or otherwise and approved 
in writing by the board of directors of the bank. 


Must have a 25% margin of value above the loan. 
Law provides for no additional percentage. 


Secured by warehouse receipts and approved in writing by 
board of directors. 


Secured by shipping documents or warehouse receipts. 

When market value of goods is 115% of loan. 

When market value of goods is 120% of loan. 

When market value of goods is 125% of loan. 

When market value of goods is 130% of Joan. 

When market value of goods is 135% of loan. 

When market value of goods is 140% of loan. 

This exception shall not apply for more than 10 months to 
obligations arising from the same transaction and secured by 
the identical staples. 


Warehouse receipts must be issued on marketable basic com- 
modities with a value of 115% of the face of the loan. 


Secured by aiouieg documents or warehouse receipts. 

When market value of goods is 115% of loan. 

When market value of goods is 120% of loan. 

When market value of goods is 125% of loan. 

When market value of goods is 130% of loan. 

When market value of goods is 135% of loan. 

When market value of goods is 140% of loan. 

This exception shall not apply to obligations of any one person 
arising from the same transaction and/or secured upon the 
identical staples for more than 10 months. 


Secured by warehouse receipts for readily marketable, non- 
perishable goods which are fully insured if customary, and 
when market value of goods is 140% of loan. 


Law makes no exception. 


When market value of goods is 115% of loan. 
When market value of goods is 120% of loan. 
When market value of goods is 125% of loan. 
When market value of goods is 130% of loan. 
When market value of goods is 135% of loan. 
When market value of goods is 140% of loan. 


the maker fail or become involved the 
bank must be able to act to protect 
its interests. 

This situation is quite the same as 
where a bond or a certificate of stock 
is hypothecated by a borrower as se- 
curity for a loan. The bank of course 
has certain legal formalities to carry 
through before he can sell the securi- 
ties. 

To illustrate this point I would like 
to mention one case where a maker of 
outboard-motors accepted the ware- 
house-receipt plan of financing as an 
aid to increase his yearly production. 
But when he talked the matter over 
with his banker the latter was not very 
enthusiastic. The banker knew that 
the outboard motor manufacturer sold 
his product for the most part during a 
rather .short vacation season. There 
was a lot of competition for the retail 
distribution market in this field. The 
banker could not see how he could pos- 
sibly sell 3,000 outboard motors with- 
out a lot of expense and a possible loss. 
So he turned down the proposal for a 
loan on the warehouse receipts. 

This manufacturer sold part of his 
production through one of the larger 
mail order houses. So he went to the 
buyer at the mail order house and ob- 
tained a definite order for the delivery 
of the outboard motors within a six 
month period, shipments to be ordered 
out as desired but the entire quantity 
to be taken within the period of the 
active selling season. With this order 
in his pocket the manufacturer went 
back to the banker who readily agreed 
to the field warehousing financing. The 
manufacturer in turn started his pro- 
duction two months earlier than usual 
and placed all of the machines for the 
mail order house in a field warehouse 
set up in his own plant. He then took 
the receipt for each lot of 100 motors 
to the bank and thus financed his 
operations. These loans were paid off 
and the motors released as the orders 
came from the mail order house. 

As pointed out at the start of this 
article with field warehousing financial 
operations banks are permitted to make 
larger loans on this type of loans than 
on open account. The federal banking 
regulations and those of most states 
limit the loans to one corporation to 
10% of the capital assets of the bank. 
The table shown on pp. 22 and 23 indi- 
cates how field warehousing financing 

(Continued on page 30) 
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Latin-American credit 
and collection survey 


Members of the Foreign Credit 

Interchange Bureau who are ship- 
MM ping merchandise into twenty-one 

Latin American markets have 
given their opinions and experience 
with business in these countries in the 
37th consecutive quarterly survey of 
credit and collection conditions cover- 
ing the closing quarter of 1937. 

Based on the percentage of replies 
received, the index of credit conditions 
refers to the situation within the va- 
rious markets from a commercial point 
of view without taking into considera- 
tion the question of Governmental debt 
or service obligations. The index for 
collections received from these markets 
refers to current business. 

The charts appearing with this ar- 
ticle show graphically the index of 
credit conditions and the index for 
collections for the closing quarter of 
the year as well as giving a compari- 
son with the four preceding quarterly 
periods. From these charts can also 
be obtained the general classification, 
both as to credit conditions and as to 
collections, for the respective territory. 

In the closing quarter of the year, 
the favorable trend which was evi- 
denced in the first and second quar- 
ters and which slowed down in the 
third quarter was reversed in a num- 
ber of markets. In comparing the 
closing quarter of the year with the 
third quarter, the index of credit con- 
ditions for fourteen of these markets 
showed a decline, the most substantial 
falling off taking place for such coun- 
tries as Colombia, Brazil, Haiti, Uru- 
guay, Mexico, Venezuela and the Do- 
minican Republic. 

Of these changes, the results for 
Brazil, Colombia, Haiti and Uruguay 
are particularly noticeable. In the case 
of Brazil and Colombia, this is largely 
affected by the coffee situation and the 
removal of the export tax by: Brazil 
which resulted in a lowering of the 
coffee price with a resultant decrease 
in the proceeds from the sale of coffees, 
and consequently less dollar exchange. 
In the case of Uruguay exports have 





by W. S. SWINGLE, 
Director, Foreign Dept., 
N. A..C. M. 


not held up and have resulted in an 
unsatisfactory situation. The unsatis- 
factory conditions existing in Haiti are 
also reflected by a decline in the index 
of credit conditions in this survey. 

Other countries which showed a 
moderate decline but not sufficient to 
indicate any substantial change from 
the situation existing in the third quar- 
ter were Argentina, Panama, Puerto 
Rico, Cuba, Costa Rica, Chile and 
Nicaragua. The index of credit con- 
ditions for the first four of these coun- 
tries still places these countries in a 
satisfactory general classification. In 
the case of Nicaragua, a moderate de- 
cline is shown from even the previously 
unsatisfactory situation. 

The improvement for Honduras 
and Ecuador, while noticeable, was 
nevertheless from a relatively poor sit- 
uation in the preceeding quarter. For 
other countries showing improvement 
there is but little. substantial change 
from the index of credit conditions 
existing in the previous quarter. 

At the turn of the year it is well 
to make a comparison between the 
situation existing in the closing quar- 
ter of 1937 and the closing quarter 
of 1936, a year earlier. While va- 
rious gains and losses have taken place 
during the year, the net result for the 
twelve months’ period indicates that 
the index of credit conditions for four- 
teen countries has shown some im- 
provement. 

Of this number all but four are of 
a moderate nature resulting in little 
practical change from the situation ex- 
isting in the close of 1936. Of those 
showing substantial change, Costa Rica 
and Chile have moved forward dur- 
ing the year and also gains are indi- 
cated for Paraguay and Ecuador. 
However, the latter three of these 
countries are still relatively low and 


below the average for all of the mar- 
kets surveyed, this being particularly 
true for Paraguay and Ecuador. 

Seven of the countries showed a de- 
cline during the year in the index of 
credit conditions. Three of these, 
namely, Puerto Rico, Mexico and Bo- 
livia, are not substantial, and results 
in little difference in the relative po- 
sition, the first two still remaining 
quite satisfactory and in the case of 
Bolivia unsatisfactory. 

Substantial declines were shown for 
Brazil, Colombia, Haiti and Nica- 
ragua. This is particularly noticeable 
in the case of Brazil which at the 
close of 1936 in the index of credit 
conditions indicated a relatively good 
classification, but the downward move- 
ment has been sufficient to make a not- 
able change during the year. Haiti, 
while at the close of the previous year 
was in a medium position, has moved 
downward slightly, chiefly in the last 
quarter. In the case of Nicaragua, 
the index of credit conditions indicates 
a further decline during the year from 
the very unsatisfactory position which 
existed a year previous. 

As indicated previously, the trend 
changed in the second half of the year, 
in most cases and was somewhat be- 
hind the declines which have taken 
place within our domestic credit situa- 
tion. While we usually look to the 
situation existing in these countries as 
an indication for our export business, 
we sometimes lose sight of the impor- 
tant tie of our own internal domestic 
situation and of world conditions to 
conditions in these countries. Most of 
them are large producers of raw ma- 
terial and their internal economy de- 
pends upon the prosperity of other 
countries throughout the world and 
the demand and commodity price 
range. A continuation of decreased 
business within our own country will 
have its effect in Latin American mar- 
kets. Generally speaking, however, ex- 
ports have held up relatively better 
than domestic business and such de- 
clines as are noticeable have only taken 


. 
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place within the last two months of 
the year. 

A reference to the chart covering 
collections shows that while collec- 
tions in the third quarter somewhat 
followed the trend in credit conditions, 
nevertheless, collections from a great 
majority of the countries have been 
relatively prompt. Twelve of the 
twenty-one markets indicate collec- 
tions 85% prompt and of this group 
nine indicate collections as 90% 
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ri 


bi 


Collection conditions in twenty-one Latin-Amer- 
ican countries at five different periods. 


numbers are based on the percentage of reports of 


prompt collections for each country in each survey 
(below). 
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prompt or better, with no noticeable 
delays for such countries as Argentina, 
Panama and Peru. Again it may be 
pointed out that collections on export 
business where the customer has been 
satisfactorily checked as to moral and 
financial responsibility is relatively 
higher than credit conditions and va- 
rious factors indicate. The respon- 
sible buyer pays but it is particularly 
important with changing credit condi- 
tions, both general and _ individual, 
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and with exchange difficulties, that 
each case be followed closely as to 
their paying record under existing cir- 
cumstances. 

A comparison between the situation 
existing in the closing quarter of the 
year and the third quarter of 1937 in- 
dicates a decline in the collection index 
for thirteen of the countries. These 
declines, however, were of a moderate 
nature with the exception of the 
change for such (Cont. on page 39) 




















The scale 








Credit conditions in twenty-one Latin-American 
countries scaled on the basis of the credit condi- 
tion index figures which express mathematically 
the combined opinions of individual reports on 


each country (above). 
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KEY: I: 4th Quarter, 1936, J: 1st Quarter, 1937; K: 2nd Quarter; L: 3rd Quarter; M: 4th Quarter 
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This month’scollectors: 


Submitted for the approval of our readers 






by A. D. BEMAN, Credit Manager, Emsco 
Derrick & Equipment Co., Los Angeles, Cal. 





Gentlemen: 


There are times when we actually need money, and other times when we call our cus- 
tomers’ attention to an oversight on their part in not forwarding their check to cover an ac- 
count which has been allowed to become past due. 

This letter could easily be applied to both the above, but that is not what occasions it. 
Very frankly, I would like to see your check pass over my desk before July 31, as I am planning 
(if possible) to take a short vacation in the early part of August. 
superior will have access to my records and I want to prove to him just how our customers 


cooperate with us. 


During my absence my 


You can help me present a very fine picture by forwarding your check to us covering your 
account before it again escapes your attention. 


Mr. A. D. Beman: 


Yours very truly, 





We get very few dunning letters and I consider yours of the 16th very clever. 


(Name omitted) 
Assistant Secretary 





by R. B. GRATZER, Credit Manager, 


“The Courier-Journal” and “The Louisville Times’, 


Louisville, Ky. 





Gentlemen: 


YOUR ADVERTISING ACCOUNT AS FOLLOWS :— 


October 1937 


$357.98 


At this time we have not, as yet, received payment of last month’s charges which were 


due on the 10th. 


We are writing you at this time principally for the purpose of following up our billing for 
any possible error that might delay payment. 
If the invoice has been approved and is in line for payment before the close of this month, 


kindly disregard this letter. 


If the invoice, for any reason, has not been received, or is held for additional informa- 
tion, please advise us immediately so we can adjust the matter or furnish whatever information 
you require so the bill can be passed for payment before the close of the month. 

Thanking you for this business, we are, 


Very truly yours, 





religiously the collection letters in 

Credit and Financial Manage- 

ment,” Mr. Gratzer writes in sub- 
mitting his letter. 

“In this connection we are enclosing 
copy of a letter which we use on the 
24th of each month which we believe 
contributes greatly to holding down 


Hy ic have always followed very 
ww 


CREDIT and FINANCIAL MANAGEMENT ..... 


our past due accounts. Our accounts, 
as you know, are for advertising and 
are run on a monthly basis. 

“Tf you think the membership can 
get any benefit whatsoever from this 
letter, we would like to see it pub- 
lished.” 

A great deal of collection letter writ- 
ing, however, can be obviated if proper 
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care is taken in analysis of credit re- 
sponsibility. The most fundamental, 
up-to-date method ever devised for 
knowing just how worthy your credit 
applicant is as a risk has achieved fore- 
most standing among credit executives 
because it is based on the current rec- 
ord: The Credit Interchange System 
of the N.A.C.M. 
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State trade barriers 


Legislation has been enacted which 
directly or indirectly has had very 

MM much the same effect as an out- 

right tariff, and controls have been 
set up both by state governments and 
the Federal Government’ which are 
limiting the free trade of continental 
United States and endangering the en- 
tire concept of a nationwide and unre- 
stricted market for American produc- 
ers. 

Barriers, as they exist today, may 
still be of minor practical importance. 
The danger lies in the establishment 
of a trend in the growth of legal sec- 
tionalism through the legislation actual- 
ly proposed or now looming on the 
horizon, “The Index” points out. 

These trade barriers take many 
forms. The imposition of state sales 
taxes have indirectly contributed to 
breaking the country up into sepa- 
rate marketing units by forcing nation- 
al manufacturers to predicate their sell- 
ing programs on different conditions 
for doing business within the several 
states. To protect local manufacturers 
from the competition of outside manu- 
facturers whose shipments in interstate 
commerce might be free from retail 
sales taxes, certain states, moreover 
have enacted “use Taxes” whereby 
these outside producers must pay an 
equivalent impost. 

Chain store taxes have, in certain in- 
stances, had the effect of penalizing 
nationwide chains in competition with 
smaller chains or individual stores 
within the state, and fair trade acts 
have also indirectly hampered a free 
interchange of goods through the inter- 
position of differing and sometimes dis- 
criminatory state laws. 

To protect themselves against goods 
which they may feel are not conducive 
to the general welfare, other states 
have erected even more definite barriers 
to free imports. The trade in alcoholic 
liquors offers many examples in point, 
and in some instances the right of any 
state to bar liquor, or tax it as it may 
desire, has been utilized to protect local 
industry from outside competition. 
California’s special tax on beer brought 
into the state and sold to California 
jobbers is an instance of legislation 
whose primary purpose is to aid state 
wine and beer producers. 


With comparable motives, Wiscon- 
sin has enacted special taxes on oleo- 
margarine, imported from other states, 
in order to protect Wisconsin butter 
producers, and it has been suggested 
that southern states, fearing its effect 
on their cottonseend production, may 
undertake retaliatory action. A few 
states, notably Louisiana, have adopted 
laws in regard to the sale of drugs and 
foods, and more particularly cosmetics, 
which are nominally for the protection 
of health but actually appear to be little 
more than thinly disguised duties on 
goods which these states do not them- 
selves produce. 

There is further the widely preva- 
lent practice in the West of subjecting 
outside trucking transportation com- 
panies to special regulations, fees and 
licenses for the use of state highways. 
This has led to the establishment of 
definite state barriers in the form of 
ports of entry for examination and tax 
collections. Truck transportation, and 


Ratios “come 


That financial ratios have “come of 
age” is a point brought out by Roy A. 
Foulke in the “Journal of Account- 
ancy” recently. Some of the points 
mentioned by the author, as briefed by 
“Management Review” reveal that 
there are, in all, 14  balance-sheet 
and profit-and-loss_ratios which 
are of varying degrees of importance 
to the accountant. We may separate 
them into five family groups: three im- 
portant capital ratios (fixed assets to 
tangible net worth, current debt to 
tangible net worth, net working capital 
represented by funded debt) ; three im- 
portant inventory ratios (net sales to 
inventory, net working capital repre- 
sented by inventory, inventory covered 
by current debt) ; three important sales 
ratios (average collection period, turn- 
over of tangible net worth, turnover of 
net working capital) ; three important 
net profit ratios (net profits on net 
sales, net profits on tangible net worth, 
net profits on net working capital) ; 
and two important supplemental ratios 
(current assets to current debt, total 
debt to tangible net: worth). 

Let us examine one of these ratios 


even in some instances automobile pas- 
senger traffic, have been hampered by 
restrictions almost paralleling those be- 
tween different European countries 
and unlike anything this country has 
ever known before. 


Price-maintenance 


Some of the probable effects of re- 
sale price-maintenance legislation were 
discussed in “Trade Regulation Re- 
view” recently. 

This article attempts to predict the 
probable effects of retail price-main- 
tenance laws on American business. 
The essential features of these laws are 
defined and the conflicting forces for 
and against them are briefly analyzed. 

The main body of the paper is an 
attempt to forecast the effects of this 
type of legislation on the main currents 
of industry—on the manufacturer, on 
distributive agencies, on manufactur- 
ing costs, on the middleman, on inde- 
pendent retailers, and on chain, depart- 
ment, and cooperative stores. An out- 
line of reasons why it is believed that 
price-cutting will not disappear despite 
prohibitive statutes brings this study to 
a conclusion.—‘“‘Management Review.” 


of age” 


—that of fixed assets to tangible net 
worth. Instead of attempting to rea- 
son in some theoretical manner what 
maximum proportion of the tangible 
net worth of a business should not be 
exceeded by its investment in fixed as- 
sets, it is now quite customary to take 
the proportions of 20, 50, 100, 200, or 
even 2000 concerns in the identical line 
of business activity and ascertain the 
average ratio or the median, and then 
to study the failures in that line over a 
period of years to discover what might 
have been a vulnerable proportion, as a 
supplementary guide to the average, the 
median, or the mode. 

Recent studies have demonstrated 
the general truth of the maxim that, 
when an industrial enterprise has a 
tangible net worth between $50,000 
and $250,000, its operations should be 
carefully analyzed if the depreciated 
value of its fixed assets is greater than 
two-thirds of the tangible net worth; 
and when the tangible net worth ex- 
ceeds $250,000, its affairs should be 
followed closely if the depreciated value 
of its fixed assets totals more than 
three-quarters of tangible net worth. 
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present 
building 
prospects 
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The fourth year of construction 

industry recovery closed in the 
MM middle of a moderate recession, 

‘but with a definite gain over the 
preceding year, according to Thomas 
S. Holden, vice president in charge of 
Statistics & Research of F. W. Dodge 
Corporation. Recovery gains over 
1936 were approximately as follows: 
an increase of 15 per cent in dollar 
volume of residential building; a dol- 
lar increase of 21 per cent in non- 
residential building; an increase of 40 
per cent in public utilities construction ; 
and a decrease of 20 per cent in pub- 
lic works construction. 

From the point of view of owner- 
ship and financing, the program of 
the year 1937 showed a 34 per cent 
increase over 1936 in dollar volume 
of private building and engineering 
work, partially offset by a 15 per cent 
decline in public work of all kinds, 
resulting in a general construction vol- 
ume increase of about 10 per cent. 

The final 1937 total for construc- 
tion contracts awarded in the 37 East- 
ern States will be $2,900,000,000 or a 
little over, compared with $2,675,000,- 
000 in 1936. Each month of 1937 
through August gained over the corre- 
sponding month of 1936. Declines 
after August were very moderate: 
September contracts dropped 12 per 
cent below the preceding September ; 
October contracts were 11 per cent 








under the preceding October; Novem- 
ber contracts were 5 per cent under 
November 1936; advance figures for 
December, 1937, indicate a contract 
volume equal to or slightly greater 
than the December 1936 volume. 

The recession in construction has 
not, up to the present time, shown 
any indications of a depression of a 
major character. It has brought, how- 
ever, a realization of the fact that 
rosy expectations of a rapidly rising 
speculative boom in the real estate and 
residential building had no foundation, 
and of the equally pertinent fact that 
the great potential market for residen- 
tial building is in low-priced housing. 
The home-building industry, to realize 
fully its potential market, must gradu- 
ally and progressively solve its major 
problem of cutting the cost of the 
finished product. 

While pending housing legislation 
promises further progress in reducing 
the cost of financing new housing, the 
construction industry looks more hope- 
fully to those economic and politicial 
factors that will stimulate general busi- 
ness confidence to produce an early re- 
vival of the interrupted recovery. 
Resumption of expansion programs of 
electric utilities and industrial corpora- 
tions would not only produce construc- 
tion of those specialized classes, but 
also spread purchasing power for new 
homes. 





Mott Bros., Garden City, N. Y. 


The duration of the current minor 
recession is problematical, and the new 
year promises to be one of stabilization 
of recovery rather than one of large 


volume increases. Chances are good 
for a quite moderate increase in resi- 
dential building during the next twelve 
months, probably accompanied by mod- 
erate declines in non-residential build- 
ing and public works; advancement of 
the expansion program of the utilities 
is an open question at the moment. 

As the year opens the prospect seems 
to be for a total 1938 construction 
equal to a slightly less total than that 
of the year 1937, Mr. Holden fore- 
casts in concluding his analysis. 

The housing industry in the United 
States has notoriously been suffering 
from lack of what the economists call 
an effective demand. There were 
plenty of people who needed new 
houses, plenty of workmen ready to 
build them, plenty of business men 
who would have been glad to sell 
building materials, plenty of architects 
and contractors prepared to exercise 
their talents. But the people who 
needed the houses couldn’t pay for 
them, says an editorial in “The New 
York Times.” 

We built 753,000 dwelling units 
in 1928, 55,000 in 1934, 282,000 in 
1936. The National Housing Com- 
mittee, which has just published a 
study of the housing market, finds 
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Gentlemen: 

I have read with a great deal of interest 
your articles on building credit but, more 
particularly, the insert by B. J. Johnson on 
“How to Cut Building Costs.” I cannot agree 
with the Editor of “American Builder” on his 
No. 4 item wherein he says that labor costs 
are cut through increased operating effi- 
ciency. (Page 18, January, 1938, issue) 

In the building of a structure, so many 
nails have to be driven, so many yards of 
concrete have to be poured. The same num- 
ber of yards of metal lath and plaster have 
to be applied. Brickwork has to be put up— 
all by hand. The price that labor is exact- 
ing for this service is way beyond the nor- 
mal cost of a building. For instance, the 
rate in the Metropolitan New York district 
for bricklayers and plasterers is $2 an hour 
and they only work six hours a day. 

Nor do I agree with his No. 8 item in 
which he says the up-keep and maintenance 
costs are reduced through the use of long- 
life material. If you use steel, the initial 
cost of the building is far too great and un- 
less you have the proper inspection the 
average builder will run-in third and fourth 
grade lumber. 

The greatest complaint that I have with 
this Editor's list is with item No. 10, in which 
he says, "A way to lower tax costs has 
been discovered through the out to the sub- 
urbs, into the country movement.” The resi- 
dent of any city who goes to the country 
with the absurd idea that he will save on 
his taxes, will have a sad awakening. I 
quote below some figures from a suburban 
town, twenty-five miles from New York City. 

In 1934 the township tax, which included 
the school tax and the county tax, was 
$1.59¥% per hundred. The village tax was 
8lc a hundred, making the total tax $2.40% 
per hundred, assessed valuation. The as- 
sessed valuation was placed at 75% of the 
value of the ground-and the building. 

A development was started. Three hun- 
dred homes were built and all sold. Three 
years elapsed and, in this three-year period, 


politicians or the tax appraisers realized that 
the tax of $1:59¥% would have to be in- 
creased. They knew a howl would be 
raised so they had the legislature in Albany 
separate the school tax from the township 
tax and this is what the city man is paying 
today for having come to the country in the 
belief that he would receive lower taxes 
than he would have in the city. 

The township tax for 1937, which included 
the state and the county tax, was $1.07 per 
hundred. The school tax, which has been 
separated and which in ‘34 was 8lc, the 
same as the village tax, was now increased, 
owing to the necessity of building a new 
school for the 300 new homes, to $1.31 per 
hundred. 

The village tax still remains at 8lc and 
the village fathers pat themselves on the 
back and say, ‘We have not increased this 
tax,’ but instead of the tax assessment being 
75% of the value of the property, they raised 
it so that today you are paying on 100% of 
the value of the property. In other words, 
from $2.40¥% the taxes have raised on 
their face to $3.19 and the concealed raise 
is 25% above this, or the difference between 
75% and 100% of the real value of the 
property. 

The majority of the people who moved to 
this community came from Brooklyn, where 
the tax rate in 1934 was $2.81. In ‘35 and 
‘36 it was reduced to $2.68 and in 1938 it 
is estimated the tax rate will be no higher 
than $2.88. If these people had remained 
in Kings County what a marvelous saving 
in taxes they would have had! 

Mr. Johnson may be correct in saying that 
the builder may get the advantage of the 
ten items, but I certainly do not think that 
the buyer gets any advantages in the three 
items that I have enumerated. The result 
of this raise in taxes has caused the cessa- 
tion of all building in the village of which 
I speak and has thrown at least 70% of the 
houses on the market for sale. 

Yours very truly, 
HUGH S. ROBERTS. 








that we are now about 2,000,000 
dwelling units behind. ‘That is, we 
would have to build that many new 
homes in order to catch up with the 
housing standards of 1930, making no 
allowance whatever for progress since 
1930, “The Times” editorial continues. 

If we take two years to build them 
we ought to build another million to 
replace houses which are demolished 
or become uninhabitable during that 
period. In this way we would have 
3,000,000 new dwelling units, but 
only 11 per cent of them, the Housing 
Committee estimates, would be needed 
for rent at $30 or more a month. Since 
1 per cent a month may be taken as 
the reasonable cost of maintaining a 
house, we seem to require 3,000,000 
new houses of an average value of not 
more than $3,000. 


Actually, it is not often that new 


houses are built for the lowest-rental 
group—their houses are usually hand- 
me-downs. Only by the aid of public 
funds has it been found possible to 
build new low-rent houses on a large 
scale. 

The problem remains of making the 
human demand for better places to live 
an effective demand. At the lowest 
income level we are going to need 
public credit and public subsidies on a 
larger scale than has been as yet pro- 
vided for. But public funds, whether 
borrowed or lent, cannot meet the 
whole need. 

The next great task for American 
ingenuity is to cheapen and improve 
housing as the automobile manufactur- 
ers have cheapened and improved trans- 
portation. Will industry take up the 
challenge? 


(Continued on page 37) 





WE'VE SAVED HUNDREDS 
OF DOLLARS WITH THE 
HELP OF THIS NEW BOOK! 


Will Age Analysis Cut 
Your 1938 Credit Costs? 


New free book tells why 
and how of aging accounts 


You can cut your 1938 credit costs substantially 
if you begin now to age your accounts receivable. 
How are you to make this analysis? In his new 
book, Dr. Clyde W. Phelps, the well known 
authority on credit practices, tells exactly how 
to make an age analysis of your charge accounts. 
Then he shows you how to interpret and utilize 
this analysis to get the greatest benefit from it. 


Many money-saving uses 


Few retailers, even among those who now age 
their accounts, are aware of the many money- 
saving uses which may be made of aging infor- 
mation. Dr. Phelps shows, for instance, how you 
can use such data to cut bad debt losses, extra 
interest, bookkeeping and collection costs. You 
will learn how you can measure the actual costs 
of carrying slow accounts, and how slow ac- 
counts affect your capital turnover and profit. 
Other chapters in this important work discuss 
the use of age analysis in control and collection 
work. 


Write for free copy 


Household Finance Corporation has published 
Dr. Phelps’ penetrating study as 
a contribution to better credit 


methods. A copy will be sent to somes 
any retailer or credit manager 

without obligation. Send the cou- 

pon for your copy today. 


HOUSEHOLD FINANCE 


CORPORATION and Subsidiaries 


"Doctor of Family Finances” 





. one of America’s leading family finance 
organizations, with 228 branches in 148 cities 


HOUSEHOLD FINANCE CORPORATION 
Dept. CFM-B, 919 N. Michigan Ave., Chicago, Ill. 


Please mail me free copy of ““Age Analysis of Charge 
Accounts.” This request places me under no obligation. 
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When writing to advertisers please mention Credit © Financial Management 








RECORD-KEEPING 
EFFICIENCY... 


OORE’S Loose Leaf Binders and Record 
Sheets will help you keep your records 


more conveniently, more economically. 
Simple and accessible. A great number of sheets 
may be safely held insmall space. Sheets may 
be removed instantly without disturbing others. 
Pages easy to transfer. Held in perfect security 
and alignment. 


BOOK 


Contains life - size 

bookkeeping forms 

completely filled in, 

illustrating uses— 

a MOORE form for 
every kind of record. Will help you with your 
accounting problems. Used by over 300,000 
leading firms. Fill in coupon, attach to letter- 
head, mail, and 140 page book will be sent _/vee. 


JOHN C. MOORE CORP., Est. 1839 
6205 Stone Street, Rochester, N. Y. 





Credit side of 


y personal loans 





(Cont. from p. 15) application of a pros- 
pective borrower whose record is not 
known at the time he first applies for 
accommodation through the personal 
loan department. 

Some institutions in granting per- 
sonal loans have arranged, under an 
insurance group settlement plan, to in- 
sure the borrower against death at any 
time prior to the repayment of the loan 
in full, this for the purpose of afford- 
ing protection to the borrower’s family 
and to the co-maker who in turn is ob- 
ligated on the loan. Our institution 
has never adopted the insurance idea 
for the personal loan department for 
its experience over a period of thirteen 
years does not justify adding the cost 
of the insurance as an additional charge 
to the prospective personal loan bor- 
rower. 

To sum up, accommodation to sal- 
aried employees and wage earners, as 
offered by personal loan departments 
of banks today has become a necessary 
and definitely established adjunct of 


banking activity, particularly in banks 
located in industrial communities, for 
not only do such banks offer a real 
service to the community but the loans 
are a source of satisfactory revenue for 
the bank which, in these days of lean 
earnings, is not to be frowned upon. 
Volume alone, however, should not be 
the goal because if volume is the only 
test grief may easily result from over 
extension. 


Field 


y warehousing 





(Continued from page 23) 
can be handled by the banks in most 
states on a much broader scale. 

An example of one of the limits 
of field warehousing may be found in 
the canning industry, where field ware- 
housing originated. Canned tomatoes 
are a standard product which may be 
sold in any market. A bank taking re- 
ceipts on such goods can be sure of a 
ready sale without much danger of loss. 
Tomato juice on the other hand is a 
specialized product and so is not quite 
as “free seller” as canned tomatoes. 
This fact is mentioned merely to show 
that bankers should check their field 
warehousing operations with the same 
care as they would loans on listed se- 
curities. 

I have a letter from a banker in a 
medium-sized mid-West city who was 
also one of the larger stockholders in 
the canning plant promoted in his com- 
munity as an aid to the farming inter- 
ests. This man’s opinion about field 
warehousing presents the views of both 
the banker and the canner and I think 
gives a rather informative view of this 
type of financing. Here is his letter: 

“My experience with Field Ware- 
housing is that of the ordinary small 
canner and country banker, and I am 
chiefly impressed with the very valu- 
able assistance that Field Warehousing 
gives the small canner in the financing 
and orderly marketing of his pack of 
perishable vegetables or fruit, and to 
the country banker, who feels that he 
must take care of the needs of his local 
canner customer, yet who may be some- 
times rather dismayed at the size of 
this credit risk when compared to the 
total of his own banking resources. 

“Before the days of warehouse re- 
ceipt collateral in canned goods, it was 
often difficult and sometimes impossible 
for the small canner to obtain adequate 





accommodation from his bankers with- 
out the use of chattel and real estate 
mortgages, and accommodation en- 
dorsement from his stockholders and 
directors. In just about a month’s 
canning operation he invested an 
amount in finished product that took 
him a full year to liquidate, and the 
hazard of his production. is such that 
the banker often looked upon his bor- 
rowing line with many misgivings. 
During the past half dozen years the 
practice of furnishing bank collateral 
in the form of warehouse receipts, is- 
sued by thoroughly responsible Field 
Warehousing companies, has become 
the custom rather than the exception. 
The banker knows just what his col- 
lateral is, where it is, and knows 
further that even in time of emergency 
it may be liquidated with little chance 
of loss to himself. He does not have 
to worry about the possibility of his 
being caught with a frozen loan, or one 
subject to criticism by examiners. In 
time of need, the country banker may 
borrow against this collateral from his 
city correspondent, or the canner’s 
paper secured in this manner is at any 
time eligible for rediscount with the 
Federal Reserve Bank. Only those of 
us who have in past years struggled 
with the Federal Reserve in an effort 
to prove the eligibility of rural credits 
can appreciate this feature. 

“But I believe that in addition to 
this aid in financing, Field Warehous- 
ing has been materially helpful to many 
canners, in bringing about more or- 
derly methods in their factories, ware- 
houses, and offices. It is mighty easy 
for the small canner to drop into care- 
less methods in his business, never quite 
knowing just what he has on hand, 
and not being able to know with any 
accuracy what leakages are occuring or 
even robberies in a small way. I would 
say that in nine cases out of ten, the 
appointment of an efficient warehouse- 
man, and the frequent audit and check 
by the Field Warehousing company, are 
worth more during the year to the 
average canner than twice the total cost 
of the Field Warehousing operation. 
Just as an insurance against bad house- 
keeping in his plant and warehouse, the 
canner should be glad to pay this 
modest premium. 

“Thinking is all over, I might simply 
say that Field Warehousing has done a 
lot toward introducing order and sys- 
tem into the canning business.” 
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In the January issue of “Credit 
and Financial Management,” we 
lu published a series of responses by 
our readers on the problem of 
“Terms-Chiselers”. These were an- 
swers to a letter originally published in 
November about this problem. Among 
the contributors was Mr. H. H. Kase, 
Credit and Collection Manager, Taylor 
Instrument Company, Rochester, N. Y. 
Supplementary to his remarks at that 
time, Mr. Kase has sent us the follow- 
ing material which we believe will be 
of interest to our readers. Other com- 
ments which present interesting views 
follow Mr. Kase’s letter. 

“Supplementing my letter of Novem- 
ber 18 it occurs to me that you would 
be interested to know what we are 
doing in our Order Department to 
counteract this tendency of our cus- 
tomers to include a redating provision 
covering the invoices of the last few 
days of the month in their order forms,” 
Mr. Kase writes. 

“As the order-editing clerks go over 
the customers’ original orders, they 
look for a clause to the effect that ‘All 
invoices dated on or after the 25th of 
the month will be considered as being 
dated as of the first of the following 
month.’ 

“The order editor has a rubber stamp 
reading as follows: ‘Do not make ship- 
ment of this order between the 25th 
and the end of the month.’ When he 
finds an order with the clause on it, he 
stamps the order with the special in- 
structions, which are transferred to all 
necessary copies of our factory order 
forms. A letter is automatically writ- 
ten to the customer calling his attention 
to our action and telling him that if 
we do not hear from him to the con- 
trary, we shall assume that this is sat- 
isfactory to him. 

“This, in short, is the means we are 
‘sing to discourage, or at least refuse 





to encourage, this practice. How much 
good it is doing I do not know. Some 
customers make no objections to our 
holding shipments between the 25th 
and the first of the month, while others 
do object, in which case we ask them 
to give us blanket instructions to disre- 
gard this clause on their orders in every 
instance. ‘Their name is then listed 
with the order editors and the stamp 
is not put on their orders from that 
time on. 

“Of course, we have been returning 
customers’ checks because of cash dis- 
count deduction on the 10th of the 
second month following date of invoice 
for quite a considerable period of time, 
and, so far as I know, we intend to 
keep right on doing it. Of course, it 
goes without saying that we try to be 
as courteous and, at the same time, as 
firm as possible in explaining our posi- 
tion to our customers, and so far we 
have had no major battle on the subject. 
There have been a few minor skir- 
mishes which have turned out rather 
well. 

“It appears to me that if the better 
element among our business concerns 
would take an active and firm attitude 
against this practice instead of aiding 
and abetting it by accepting remittances 
on that basis, we ought to stand a 
pretty fair chance of making some head- 
way in preventing its increase.” 

From Joseph J. Braham, Credit 
Manager, Inland Manufacturing Di- 
vision, General Motors Corporation, 
Dayton, Ohio: 

“My answer to the query “Are you 
bothered by ‘“Terms-Chiselers’?” as 
asked in the November issue of “Credit 
and Financial Management” is ‘No.’ 

“However, I am very definitely con- 
cerned about a situation which I feel 
confident contributes largely to the ten- 
dency on the part of an ever increasing 
number of larger firms to insist that in- 


voices dated from the 25th of the month 
to the end of the month bear a dating 
as of the first of the following month. 

“As it so happens, my responsibilities 
include not only the disbursing of my 
company’s credit but also the disbursing 
of its cash. In the handling of ven- 
dors’ invoices it was found that of the 
total billings for the month as much as _ 
40% were received during the last 
eight or ten days. An investigation of 
the matter revealed that in a great 
many instances, although vendors were 
making shipments almost daily, they 
were mailing invoices at only two or 
three intervals during the month, and 
in several instances, much to my amaze- 
ment, it was the thought of the ven- 
dor’s that, so long as he issued the in- 
voices within the month, he was doing 
all that was necessary, and consequently 
he would wait until the shipments for 
the period had been completed. 

“As you will readily see, this sort of 
a situation makes the volume of work 
during the last few days of the month 
excessive. Of course, considerable ef- 
fort has been exerted to correct this 
condition, and I have, in a limited num- 
ber of instances, found it necessary to 
advice the vendor that, unless invoices 
were mailed promptly, it would be ne- 
cessary to give all billings not received 
within the current month a following 
month date. 

“It is my opinion that experiences 
such as I have outlined have, to a very 
great degree, indirectly contributed to 


- the seeming tendency to place an ever 


increasing number of business firms in 
the category of “Terms-Chiselers.’ 
Therefore, it is my sincere belief that 
the credit profession could render a 
most valuable service if credit execu- 
tives would make it a matter of special 
importance to see that shipments as 
made by his firm are followed promptly 
with the necessary billing.” 
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Files 


Two new filing devices known as 
the Pronto Expanding and the Pronto 
Private File have been introduced by 
the Pronto File Corporation, 636 
Broadway, New York, N. Y., “Office 
Appliances” announced recently. 

The Pronto Expanding file is de- 
signed for keeping correspondence and 
records under lock and key and is 
made of cold rolled steel. It is at- 
tractively done in a dark olive green 
wrinkle finish, and is equipped with a 
Red Rope A-Z expanding index. A 
sliding front simplifies filing. The 
file is equipped with rubber feet, card 
holder and handle and a sturdy lock. 

The Pronto Private file, which is 
also made of cold rolled steel done in 
a dark olive green wrinkled finish, will 
hold 1,000 business letters. Among 
the special features of this file is the 
special built-in compartment for in- 
surance policies and other valuable 
papers, a complete filing system of A 
to Z folders and additional folders 
labeled ‘“Taxes,” ‘Bank statements,” 
“Insurance,” etc. It is equipped with 
two locks, one on the file front and the 
other on the special compartment. Not 
only is this private file useful in the 
office but equally so in the home. 


Reverse master 
typewriter 


International Business Machines 
Corporation is now marketing a new 
all-electric writing machine specially 
designed for producing reverse master 
copies used in liquid hectograph dupli- 
cating machines, “The Office” reports. 

Instead of using the hectograph car- 
bon paper sheet, the new IBM machine 
employs a continuous 300 foot ribbon 
of hectograph carbon paper which is 
fed from a reel at the back of the ma- 
chine. The master sheet is inserted as 
in an ordinary typewriter, after which 
a lever can be moved to place the car- 
bon ribbon behind the sheet in the posi- 
tion for writing. 

Each time the carriage is returned 
after typing a line the ribbon is auto- 
matically fed along behind the sheet so 
that each type impression is made on 
an unused spot in the ribbon. 

The hectographic process eliminates 
the handling of carbon paper by the 
operator thus avoiding stained hands or 
paper from the methyl-violet dye used 
in the hectograph machines. 

The manufacturers claim savings in 
this method of thirty-three to seventy- 
five per cent in operating costs and im- 
proved appearance in the work, as well 
as an increased number of copies from 
each master sheet. Special attention is 
called to the uniform impressions ob- 
tained by the electrically controlled and 
operated keystrokes. 


Copy holder 


The Corner-Clip, a small, collapsible 
copy holder, is being manufactured and 
marketed by Henry I. Richards, 1609 
North Edgewood Street, Arlington, 
Va., according to “The Office.” The 
device is 6 inches wide and 13 inches 
high. By striking an operating bar the 
line indicator may be moved down a 
line at a time. 

An entire manuscript or a group of 
letters and notes may be placed under 
the Corner-Clip and turned one by one. 
It is arranged so that separate sheets 
can readily be referred back to. Ex- 
tension arms are provided for wide 
copy. 

Being only 1% inches thick when 
folded it will easily fit into a desk 
drawer. When placed on desk or flat 
surface the unit opens automatically. 


1938: Credit Interchange Year 








@ There were no air-liners, ra- 
dios, movies . . . there was no 





- stream-lining, air-conditioning, ice- 


less refrigeration . . . there was 
no National Institute of Credit 
(Founded 1919), no credit educa- 
tion, no opportunity to keep up 
with the changes in a constantly 
changing credit world. 


@ BUT TODAY... 


Today's credit executive is more 
than a credit checker. He needs 
more than a smile and a  glad- 
hand’. His grasp of economics, 
business, and credit, which is 
the foundation of our entire mod- 
ern business structure, must be 
complete. 


Are you that man? Do you have 
that knowledge and the power 
that goes with that knowledge? 
If not—or if you are not sure— 
send for the free prospectus of 
the National Institute of Credit’s 
course in credits and collections. 
There is no obligation—except 
the obligation you owe yourself 
to keep up with the changes in a 
constantly changing business 
world. The coupon below is for 
your convenience. 


The National Institute of Credit, 

OnePark Avenue, New York, Dept. 238 
Please send me full information about 
your course in Credits ant Collections. 
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Inventories at close of 


1937 not excessive 


Inventories in the hands of most 
manufacturers, wholesale distributors, 
and retailers at the close of 1937 were 
not excessive although they were some- 
what above normal and in a few in- 
stances were considerably in excess of 
current requirements, according to a 
recent survey by the Department of 
Commerce, ‘Domestic Commerce’’ re- 
ports. 

Raw materials: The Department’s 
index for domestic stocks of selected 
raw materials which includes only 
chemicals and allied products, food- 
stuffs, metals and textile materials, in- 
dicates that the low point for inven- 
tories in those lines last year, with al- 
lowances for seasonal variation, was 
reached in April of 1937. There was 
a sharp increase in these inventories 
during the summer and the last quar- 
ter of the year showed even greater 
increase due largely to the sharp in- 
crease in the textile raw materials 
index. 

In the durable goods industries, the 
raw materials inventory position is 
mixed. Steel producers do not nor- 
mally maintain large inventories since 
they adjust production to consumer 
demand more closely than do most 
industries. Their inventories are in 
a relatively good condition. Steel 
stocks in the hands of consumers, how- 
ever, have not yet been entirely worked 
off and a revival of steel production 
must await liquidation of inventories 
in the hands of some of the larger 
steel consuming industries. 

The chemical industry while show- 
ing somewhat heavier inventories than 
a year ago is apparently not burdened 
with excess stocks. 

Lumber stocks at the mills were 
somewhat higher at the close of 1937 
than a year ago. ‘The expansion of 
the housing program would soon cut 
down these excesses. 

The important food manufacturing 
industry reports inventories of raw 
materials to be the same as 1936 or 
smaller for about two-thirds of the 
industry, only one-third indicating 
larver inventories. 


Finished products: Manufacturers 
generally held inventories of finished 
goods which were about 8 percent 
higher towards the end of 1937 than 
in 1936. A drop in the first quarter 
was followed by an increase of some 
five or six percent in inventory be- 
tween April and November. The 
particular commodities showing great- 
est inventory increases were chemicals 
and allied products, paper and news- 
print, forest products, and iron and 
steel products. Reductions were evi- 
dent in rubber products, non-ferrous 
metals, and food products. In the 
latter industry some 80 percent of the 
manufacturers reported inventories of 
finished products at the close of 1937 
the same or smaller than at the end 
of 1936, 

Wholesaler’s inventories: With the 
exception of a few wholesale trades, 
notably in the durable consumers goods 
field, it appears that inventories of 
wholesalers have been fairly well liqui- 
dated during the past few months, and 
with the continuation of present 
trends, any surplus stocks will be 
largely eliminated early in 1938. To- 
day, wholesale inventories are some- 
what higher than a year ago, but not 
as much greater as they were rela- 
tively in August. This decline was 
brought about largely by strenuous 
efforts toward liquidation during the 
past three months, caused by a de- 
clining sales trend which began as 
early as last May and continued down- 
ward to October and November when 
decreases of 4 and 3 percent from the 
same months of 1936 were recorded. 

Retail inventories: Retail stocks as 
a whole are generally larger than they 
were last year at this time, but, with 
the exception of certain lines of con- 
sumers’ durable goods, they are not 
good enough to cause serious concern. 
As soon as large retail firms found 
their sales declining, which began in 
late spring for some, every effort was 
made to increase the movement of 
merchandise and reduce inventories. 
By fall, many of the larger stores 
ceased to buy except on a_ hand-to- 


mouth basis and relied upon holiday 
purchases and widespread promotional 
sales in order to reduce further what- 
ever existing stocks remain on hand. 

Stocks of goods on hand as of De- 
cember 31, 1937, while somewhat 
higher than at the end of 1936, are 
not excessively large, and with the re- 
sumption of normal consumer pur- 
chasing, these stocks will be reduced 
to the point where an increase in the 
rate of replenishment will be neces- 
sary. 


Accident 
prevention 


The importance of accident preven- 
tion measures in connection with a 
plant program is revealed in this ab- 
stract by the “Management Review” 
from the “Insurance Broker-Age.” 
Foremost in importance in all accident 
prevention work is the necessary and 
proper protection of the danger areas. 

Teaching and showing employees 
how to use the various safeguards pro- 
vided, and how to use them effectively, 
is an even more difficult problem than 
it is to design them. In this concern 
groups of operators are often given 
demonstrations regarding the right and 
wrong methods of performing certain 
operations. To be effective, such teach- 
ing must be provided frequently. Also, 
accident prevention work must be car- 
ried on from the top down. 

Good housekeeping should consist 
not only in keeping floors clean, but in 
maintaining machinery and equipment 
in good repair and tools and appliances 
in their proper places. Good lighting 
not only helps to prevent accidents, but 
it also increases production efficiency. 
As production work is more or less 
monotonous, operators should be en- 
couraged to relax occasionally. 

Effective accident prevention work 
in a small plant is a simple matter once 
the owner or manager has become 
safety-conscious. Safety and efficiency 
go hand in hand. 


Eggs with a fresh 
“‘weigh’’ about them 


Weighing eggs to determine their 
freshness is a method that is being de- 
veloped by the United States Depart- 
ment of Agriculture. 
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For 
‘Fast Action 


on “You fecounts 


A SECRETARY 
WITH 
SIX HANDS! 


Every credit manager knows that “slow”’ and “bad 
pay’’ accounts require individual attention. Ordi- 
nary form letters have little, if any, place in this 
stage of collection procedure. They fail to “point 
the finger’’ when “finger-pointing” is necessary. 


Obviously, the same letter may be sent to a 
large number of customers, but to be effective, 
it must be individually typed and personally 
signed. How often have you wished that your 
secretary had “‘six hands” so that you could write 
more individual letters to your “‘slow’’ accounts? 
Robotyper will triple the number of these letters 
that you can send each day. You devote much 
valuable time to creating letters that must move 
people to action*, but they must be read to be 
effective. Robotyped letters are read because 
they are individually typed. 


Credit executives now using Robotyper are 
enthusiastic about the increased ratio of returns. 
We want you to see Robotyper in action. We 
want to show you how Robotyper can increase 
your collection returns. Your request will bring 
full particulars. 

*A series of portfolios has been prepared covering various 


phases of business. Two portfolios—the Senet and the 
Department Store—are of special interest to credit executives. 


obotyper 


Robotyped Letters 
Are Read! 


Robotyper operates any 
standard make of type- 
writer. Its mechanism is 
simple—its operation, 
easy. Types 100 words 
a minute. 100 to 150 
average letters in an 
eight hour day. Operator 
has ample time for other 
duties. Battery of four, 
controlled by one oper- 
ator produces 2400 to 
3600 letters a week. 


Equipped with any stand- 
ard Remington, Royal, 
L. C. Smith, or Under- 
wood tybewriter. 





AUTOMATIC BUSINESS MACHINES, INC., 802 POINT BLDG., PITTSBURGH, PA. 








Purchasing 


economy 





for stationery and printing in ex- 

cess of $1,000 annually has reason 

to give serious thought to the pur- 
chase of these supplies, Gerald D. 
Stone, Purchasing Agent, New York 
Credit Men’s Association, declares in 
“The Office.” 

His article, he declares, is not direct- 
ly intended for the organizations that 
already have a purchasing department 
and place orders in the amount of 
thousands of dollars yearly but rather 
for the concern which leaves the buy- 
ing, hit-or-miss, for an office manager, 
treasurer or other department head. 

This “smaller concern,” in the sense 
of the amount of stationery and print- 
ing consumed, should have one person, 
and only one, responsible for the buy- 
ing. In many concerns, where such 
purchases run into the thousands every 
year, there are several department 
heads who individually buy for their 
own departments. In every respect this 
is poor business because it means dol- 
lars lost. 

In one case the concern had an 
identically similar set-up in five depart- 
ments, each managed by its own head, 
who in turn did the buying indepen- 
dently. Each department head, of 
course, ordered letterheads at a differ- 
ent time. The grade of paper de- 
pended upon the whim and fancy of 
the respective manager. As a technical 
point on printing, we of course know 
that each printer has a certain set cost 
of running time. He knows just what 
a thousand impressions cost him. If 
the order is large enough, instead of 
composing one letterhead to put on the 
press, he makes up two. So therefore, 
instead of receiving one copy for one 
impression, he now receives two copies 
and his press time and selling price is 
that much lower. 

Suppose that his order is still larger. 
He then sets his form “4-up” instead 
of “2-up” or perhaps “6-up” or “8-up,” 
and proportionately down goes the cost. 
Under a plan through which the pur- 
chasing was consolidated under one per- 
son’s supervision, letterheads for all <e- 
partments were purchased at one time. 
One good grade of paper was specified 
and the printer to whom the order vas 


yi organization, placing orders 
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awarded ran the job all at one time on 
a very large sheet of paper as a com- 
bination order. ‘The finished cost of 
letterheads to this concern was more 
than 50% lower than the previous cost, 
substitute the word “envelopes” on 
“memos” or “‘billheads”—and the story 
is the same. 


There are other advantages of cen- 
tralized buying besides lower prices. 
Standardization of form is one. Bet- 
ter deliveries are also effected. The 
different individuals or department 
heads who purchased before can now 
devote their entire time to their own 
specific tasks. Invoices are approved 
promptly and cash discounts are earned. 
Through a natural double check, dupli- 
cate payments of bills are eliminated. 
Then, of course, there is one person to 
whom to look when supplies are needed. 


One individual should be designated 
as purchasing agent. This person may, 
at the same time, be the treasurer or 
the office manager, but one alone should 
have the responsibility of the buying. 
In every concern there are those who 
have the thought that they can run the 
newspaper, the store or the purchasing 
agent’s job better than the one who 
is now doing it. To submit to these 
human failings results in loss of time, 
loss of money and much friction. 
There should be only one to confer 
with when supplies are needed and one 
to look to when an error is made in 
these supplies, whether they be forms, 
letterheads or envelopes. 

Assuming that purchasing is central- 
ized in one person’s hands, this person 
must be responsible to some executive. 
To whom? There is no set and fast 
rule concerning this question. It de- 
pends upon the set-up of the individual 
firm. The responsible officer may be 
the president, vice president, general 
manager or treasurer. A check and 
balance must be kept on everyone with- 
in an organization and the purchasing 
agent is by no means an exception. 

Assuming again that we have set up 
the purchasing agent and designated 
an immediate superior, what are the 
duties of his position? A good pur- 
chasing agent should be well acquaint- 
ed with the mechanical operation of 
lis firm and that speaks volumes. Not- 
withstanding, the following are a few 
cf his salient duties. 

1. He should purchase all the sta- 
‘ionery, printing and office equipment 
eeded by the company and be responsi- 
‘le for same up to the time these sup- 
| lies are delivered to the requisitioning 
( *partment. (Continued on page 39) 


THE CASE 
OF THE 





BAFFLED DETECTIVES 


(an actual case from our files) 


‘Toere was a big leak some- 
where. The produce company 
knew it. Goods came in one door, 
went out the other. Even the de- 
tectives they hired couldn’t find 
the thief. No one suspected No. 
4-MF-2. Hadn’t he been their 
shipping clerk for eight years? 
Not until other employes “‘spilled 
the beans”’ did they discover his 
system for appropriating and sell- 
ing the company’s goods. To find 
this old employe guilty was a 
shock. So was the $34,500.00 loss. 


WHAT CAN EMPLOYERS DO ABOUT IT? 


We suggest two things: First, write for our book, “1,001 
Embezzlers’’—revealing why, when and how employes 
turn dishonest—facts which have never been compiled 
and disclosed before. Second, ask your insurance agent or 
broker to show you our new, simplified Fidelity Bond 
forms. Clear, concise, free from technical terms, they ,f 
are today’s most effective form of “honesty insurance.” = 


Embezzlement remains the 
unpredictable business hazard. 
Time after time it’s the tried and 
trusted employe who goes wrong. 
For embezzlers are not “‘criminal 
types’”—as a recent analysis of 
1,001 actual cases clearly shows. 
The vast majority are normally 
honest men and women—who 
yield to sudden temptation or 
personal emergency, ‘‘borrow’”’ 
from their employers, find them- 
selves unable to repay, then con- 
tinue to take more and more, 





Consult your Agent or Broker as you would your Doctor or Lawyer 


UNITED STATES FIDELITY 
& GUARANTY COMPANY 


WITH WHICH IS AFFILIATED 







employes are bonded . . 


* Bonded—and Proud of It”—That’s the logical feeling of any 
employe whose name appears on a Fidelity Bond. Only VALUABLE 
. only TRUSTWORTHY employes can be. 


Fidelity & Guaranty Fire Corporation 
HOME OFFICES: BALTIMORE 





When writing to advertisers please mention Credit © Financial Management 































































digest 





Markham gives 
credit men 
some new ideas 


Much has been said and written on 

the general theme of insurance be- 
Wing the bulwark of credit, but 

George D. Markham, St. Louis, 
who has been in ‘insurance for over 
fifty years, put new life into this 
familiar subject in an address to the 
St. Louis Association of Credit Men, 
says “The Eastern Underwriter.” 

He directed attention to the proper 
interest credit men have in knowing 
whether a person seeking credit has 
sufficient insurance in sound companies. 
He showed how the insurance agent is 
valuable to the credit man when the 
agent sells the right kinds of insurance 
to a debtor. 

The need for several kinds of in- 
surance, and suretyship, in order to 
protect one’s credit were demonstrated. 
Credit men were advised to admonish 
their debtors to select capable insurance 
advisors and insure in strong com- 
panies. 

Mr. Markham also gave the credit 
men an insight to the good work St. 
Louis insurance agents have done to 





improve conditions in that city aside 
from merely writing insurance. 

On this point he said: “They led 
agitations for larger water piping, more 
fire plugs, better fire department, auto- 
matic sprinklers and fire resisting con- 
struction. St. Louis led every city in 
fire prevention work. Just as good 
doctors emphasize preventive medicine 
have our insurance agents worked to 
reduce losses and lower rates, begin- 
ning before such practice was adopted 
elsewhere. As a result the total fire 
loss in St. Louis per year is no higher 
than in 1900 in spite of a large growth 
in values at risk. ‘This civic benefit 
must be credited to the local agents of 
the old line stock insurance companies 
and entitles them to the gratitude and 
patronage of the business community.” 

The credit men were then told that 
the safe path for them is to warn debt- 
ors against cheap insurance. Most of 
the money for insurance goes to the 
stock companies because, he said, most 
men are willing to pay a little more 
to have the protection that is guaran- 
teed by the capital stock and cash sur- 
pluses of those companies. Also, credit 
men are natural believers in the profit 
system in business and therefore stand 
with the stock companies against all 
“insurance at cost” plans. 


Mr. Markham quoted Mr. Hei- 
mann, executive manager of the Na- 
tional Association of Credit Men, who 
said to the United States Chamber of 
Commerce: “From the bitter experi- 
ence in the past credit executives know 
the terrible toll that has been taken of 
business because of Careless manage- 
ments that failed to recognize the need 
of insurance. One of the final checks 
in an appraisal of responsibility will 
call for an accurate survey of insurance 
coverage.” 


Mr. Markham then suggested that 
applicants for credit might improve 
their position by reporting that their 
insurance needs have been studied by 
a competent insurance agent and insur- 
ance obtained in dependable stock com- 
panies. Credit men might also insist 
that information of this kind be in- 
cluded in the reports of mercantile 
agencies. In that way applicants for 
credit could be educated to improve 
their insurance methods. 

The credit men were advised to 
establish an insurance committee drawn 
from the association’s insurance mem- 
bers and credit experts to report on 
what the association might do to help 
protect credits from loss by lack of 
proper insurance. 








Insurance 
Doctor 


The Northern Assurance Agent 
practices “preventive insurance” 

- much as the modern physician 
practices “‘preventive medicine.” 
He analyzes your insurance prob- 
lems and prescribes policies suited 
to your company’s individual 
needs. There are many instances 
on record where assureds have 
had a fire or other catastrophe 
strike their business, only to find 
that because a qualified “in- 
surance doctor” had not been 
called in beforehand to prescribe 
the right type of protection a 
satisfactory settlement could not 
be effected. 


You will find the Northern Agent 
is qualified to “diagnose” your 
customer’s insurance troubles and 
recommend the proper treatment. 
Thus you can strengthen your 
customer’s credit standing and 
perhaps save your company future 
loss. 


Your Northern Assurance Agent 
gives added strength to your 
“prescription policy” because he 
represents a company doing a 
world-wide business for the past 
102 years. There is a Northern 
Assurance Agent ‘in your city. 
If you do not know his name and 
address, we will supply it upon 
request. 


NORTHERN 


ASSURANCE CO., LTD. 
80 John St., New York 


Chicago San Francisco 


FIRE 
INSURANCE 
AND 
ALLIED 
LINES 





Ask anywhere in the World what repu- 
tation the Northern of London bears 
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Building 
\, Prospects 
(Continued from page 29) 


According to F. E. Schmidt, Editor, 
Engineering News-Record, in an arti- 
cle in the New York World-Telegram, 
“figures for 1937, now substantially 
complete, show that the construction 
total in the United States increased to 
nearly 60 per cent of normal, and this 
wholly through a vigorous advance in 
private enterprise, which occurred in 
spite of the slump that slowed up oper- 
ations in the latter part of the year. 


“At present, private construction is 
abreast of public works. True, re- 
duced federal construction helped to 
bring about the balance, but the impor- 
tant fact remains that last year saw 
business once more calling the con- 
struction industry into action on a sub- 
stantial scale and by doing so continue 
the recovery of construction. 


“Chief contributing items were: 
factory building, which led the resump- 
tion by a large margin all branches of 
manufacturing finding that they needed 
plant improvement and expansion ; busy 
residential construction during the first 
part of the year, in the face of a sharp 
rise in cost of materials and labor; and 
a promising start on the building of 
new stores, hotels and business build- 
ings. 

“The business recession of the third 
and fourth quarter caused many proj- 
ects to be postponed and curtailed rail- 
road and utility construction severely, 
in addition to making intending home- 
builders wary of investing. That a 
definite gain is recorded despite these 
unfavorable influences is evidence of 


the strong forces behind construction 
recovery. 


“What is ahead in 1938? The gen- 
eral picture is promising in view of the 
momentum of new enterprise and the 
large unfilled requirements due to ob- 
solescence in all departments of con- 
struction. Details need to be consid- 
ered with some care, however, in view 
of the uncertain year-end conditions. 


“Public construction promises to 
hold up well. Roads will take a half 
billion of federal and State money and 
with other road and street work should 
carry the total investment in this class 
of construction to near a billion. Flood 
control and related hydraulic construc- 
tion will add large sums, and municipal 
betterments that can no longer be de- 
ferred are sure to carry the public 


SOUND 


CREDIT 


PRACTICE 


DEMANDS... 


that manufacturers and 





wholesalers safeguard their in- 
terests in the businesses of their 
debtor dealers and distributors 
by insisting that they maintain 
adequate protection against loss 
through employee dishonesty. 
Because the F&D specializes 
in the underwriting of Fidelity 


Bonds and maintains nation- 


wide facilities, it offers excep- 
| tional service in this field. 


FIDELITY AND SURETY BONDS 
BURGLARY, ROBBERY, FORGERY, AND GLASS INSURANCE 


FIDELITY and DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 


works total well above two and a half 
billions. 

“Industry’s requirements for added 
modern mill and factory space are 
known to be so urgent that they can- 
not long go uncared for.” 


Air-Mail 
stationery 


A new lightweight writing paper 
and envelope designed particularly for 


airmail use has been placed on the 
market by The Lafayette Company, 
50 Church Street, New York, N. Y., 
“Office Appliances” reports. Trade- 
marked as “The Flight Post” the pa- 
per is said to be capable of making 
twenty carbon copies at one typing. 
It is manufactured by a British con- 
cern and the New York firm is the 
sole distributor in the United States. 
It may be obtained in white, blue, 
sunlight, green and pink. 


When writing to advertisers please mention Credit © Financial Management 


37 








) 


AYN 


Prrerisy | 
if 





Court 


decisions 


irae 


SALES — PRICE — INCLUSION OF 
A.A.A. PROCESSING TAX REFUND 
TO BUYER. — Casey Jones, Inc., v. 
Texas Textile Mills, Inc., U. S. Circuit 
Court of Appeals for the 5th Circuit, 
January 15, 1937. 

The defendant seller, a textile mills cor- 
poration, while operating its business un- 
der an order of the court in reorganiza- 
tion proceedings under Sec. 77B of the 
Bankruptcy Act, made a contract for the 
sale of cotton cloth to the plaintiff buyer 
in which it agreed to credit the buyer 
with a fixed amount in lieu of so much of 
the processing tax levied on the goods un- 
der the Agricultural Adjustment Act as 
the corporation should be relieved from 
paying if the Supreme Court should hold 
the tax unconstitutional by a decision ren- 
dered within 90 days from the date of 
sale. 

The court held that despite this provi- 
sion of the contract, the buyer was not 
entitled to a refund of the amount of the 
tax fixed by the contract upon the Supreme 
Court invalidation of the processing tax 
by its decision in the Hoosac Mills case 
(297 U. S. 1), because the Supreme Court’s 
decision was not rendered within 90 days 
from the date of sale. 

The buyer contended that it was en- 
titled to refund because time was not of 
the essence of the refund agreement and 
that to deny the refund would work a 
forfeiture where none was intended, con- 
trary to principles of equity, and that it 
was equitably entitled to the refund since 





it had put the seller in funds to pay the 


‘tax which it was not required to pay, and 


the retention of the funds by the seller 
would result in unjust enrichment. 

But the court held that its contentions 
were not sound; that the 90-day clause was 
required by the buyer as the lest con- 
cession it would accept on the basis of 
tax uncertainty; that the agreement of the 
parties was clear and certain and that its 
effect was to bury the tax in the price 
after the expiration of 90 days. 

The Court said that in sales of this 
kind, if the price agreed upon is under- 
stood by the parties to exclude the tax, 
and buyer agrees to put the seller in funds 
for payment thereof, and later the seller 
is relieved of the duty of paying the tax, 
and buyer is entitled to recover the 
amount paid in excess of the price. How- 
ever, if there be no agreement concerning 
the tax, no such right accrues to the buyer 
even though the price paid includes the 
price erroneously believed by the seller to 
be due. In the first case the tax is sepa- 
rate and apart from the contract price, 
while in the latter the tax is said to be 
buried in the price. In the present case, 
the refund provision was included in the 
contract for no other purpose than fixing 
the rights of the parties with reference to 
the tax. It then provided that the 
amount so determined should be credited 
if the tax should be invalidated within 90 
days. Clearly no duty to refund rested 


NENT 


Through its system of Branch 
Offices, each one giving com- 
plete service, Employers Mu- 
tual offers you convenience and 


direct contact. Branch Office 
personnel handles underwriting, 
service and claims; through 
this convenient service delays 
are eliminated and efficiency 
maintained at a high point. Ask 
your nearest Office for in- 
formation. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 
HOME OFFICE: WAUSAU, WIS. 
oe 
Branch offices in the principal 
cities of the Middle West. Con- 
suli your Telephone Directory 





upon the seller until the invalidation of 
the tax. By express terms this must have 
occurred within 90 days or the duty to 
credit did not rise at all. The seller has 
not been unjustly enriched since it must 
be assumed that both parties contracted 
with full knowledge of the effect of the 
language used, and no condition outside of 
the provisions of the contract has arisen 
to give it an effect not intended by the 
parties. 


BANKRUPTCY — JUDGMENT FOR 
MISAPPROPRIATION OF CORPO- 
RATE FUNDS AGAINST DIRECTOR 
AND OFFICER — DISCHARGE ABIL- 
ITY OF JUDGMENT. — In the Mat- 
ter of Barnett Bernard, bankrupt-appel- 
lant; New York Credit Men’s Associa- 
tion, creditor-appellee. 

The New York Credit Men’s Associa- 
tion was assignee for the benefit of credi- 
tors of Yale Garment Company, Inc., a 
corporation of which the bankrupt, Bar- 
nett Bernard and his son, Arthur Bernard, 
were directors. Barnett Bernard was the 
president of the company and Arthur Ber- 
nard was the secretary. 

On June 24, 1936, New York Credit 
Men’s Association, as assignee of Yale 
Garment Company, recovered a judgment 
in the New York Supreme Court against 
Arthur Bernard in the sum of $927.79, and 
against Barnett Bernard in the sum of 
$1,112.16, in which it was provided that if 
the judgment against Arthur Bernard 
should be collected, that against Barnett 
Bernard should be reduced accordingly. 
The complaint in the action brought by 
the New York Credit Men’s Association 
upon which the judgments were recovered, 
contained 5 causes of action which alleged 
that transfers of money to them by the 
Yale Garment Company were made when 
insolvent, without consideration and with 
intent to prefer them, and that they knew 
of such insolvency and intent. Each cause 
of action alleged violation of Section 15 
of the New York Stock Coporation Law. 
The judgments against Barnett, who, as 
president of the company, transferred 
money to his son, must therefore have been 
based on the latter portion of Section 15 
of the Stock Corporation Law which holds 
every director or officer liable to the 
creditors who shall be concerned in the 
making of any transfer or payment by such 
corporation when it is insolvent, or its in- 
solvency is imminent, with the intent of 
giving a preference to any particular 
creditor over any other creditors. 

After the adjudication of Barnett Ber- 
nard as a bankrupt, an ex parte order 
was made in his bankruptcy proceedings 
restraining the New York Credit Men’s 
Association from enforcing its judgment 
except in the bankruptcy proceedings. The 
New York Credit Men’s Association made 
a motion for an order vacating this ex 
parte order, which was granted by the 
District Court on the ground that the 
debt of Barnett to the Yale Garment Co. 
embodied in the judgment was, under Sec- 
tion 17, Subdivisions 1 and 4 of the 
Bankruptey Act; not dischargeable because 
it -was a liability for “willful and ma- 
licious injuries to the property of anoth- 
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er” and was likewise a liability “created 
by this fraud, embezzlement, misappropri- 
ation, or defalcation while acting as an 
officer or in any fiduciary capacity.” 

The Supreme Court affirmed the District 
Court, saying that it agreed with the result 
below even if the debt was not a liability 
arising from “willful and malicious in- 
juries to the property of another” for in 
any event, it was a liability arising from 
a “misappropriation” by Barnett “while 
acting as an officer” of the Yale Garment 
Company. Inasmuch as he intended to 
take a preference for himself and to ob- 
tain one for his son, he must have been 
chargeable with knowledge that the cor- 
poration was insolvent. He knowingly se- 
cured for himself an advantage at the 
expense of the other creditors and by sign- 
ing checks of the corporation to make pay- 
ment of the claims of his son who was 
another officer, enable the latter to take 
a similar advantage over the corporation 
to which both owed fiduciary duties. This 
was not only unlawful under Section 15 of 
the New York Stock Corporation Law, but 
also under general principles of equity. 

The court said that it was not saying 
that payment by an officer of his own claim 
or that of another officer would give rise 
to an undischargeable debt in cases 
where an officer was not aware of the in- 
solvent condition of the company, nor was 
it suggesting that a preferential transfer 
to an ordinary creditor would have that 
effect. The misappropriation must be due 
to a known breach of duty and not to 
mere negligence or mistake. In the pres- 
ent case, the complaint and judgment of 
the State Court indicate that the bankrupt 
brought about the payments, but he knew 
that the corporation was insolvent and 
that the interests of other creditors would 
be sacrificed. ‘This was a misappropria- 
tion within the meaning of the Bankruptcy 
Act, and the indebtedness to the corpora- 
tion which arose from it was not dis- 
chargeable. 


Latin-American 
y survey 


(Cont. from p. 25) countries as Brazil, 
Uruguay and Colombia. The collec- 
tions index for Nicaragua was also less 
satisfactory than in the third quarter, 
declining to an almost negligible point. 
While some technical improvements 
were made in the fourth quarter as 
compared with the third quarter, most 
of these were of a modest nature which 
did litle to change the relative posi- 
tion of collections from these coun- 


tries. Collections from Chile showed - 


improvement, also from Ecuador and 
Rolivia, but whether this will hold for 
the first quarter of the new year re- 
mains to be seen owing to changes 
which took place in the closing weeks 
of the year. 

A comparison of the situation at the 


closing quarter of 1937 and the twelve 
months previous shows that the index 
of collections on commercial business 
from ten of the countries indicates im- 
provement. During the twelve months 
the gains shown for Chile, Ecuador, 
Paraguay and Bolivia were particu- 
larly noticeable, the other improve- 
ments being of a modest nature. Of 
these. four countries, Ecuador, Para- 
guay and Bolivia it will be noted, are 
still relatively low on the collection 
index. 

The index of collections from eleven 
countries showed a decline during the 
twelve months. ‘These declines, how- 
ever, in seven of the cases were of a 
modest nature and indicated no ma- 
terial change in the situation. In the 
case of Uruguay, Colombia and Nica- 
ragua, substantial declines are shown 
as compared with the close of 1936. 
In the case of Brazil, the net for the 
twelve months’ period is only a modest 
amount in the collection index but in- 
dicates that the improvement shown 
for the earlier part of 1937 was more 
than eliminated in the closing quar- 
ter of the year. 

The situation, therefore, at the 
opening of the new year is one of un- 
certainty in a number of markets, 
both as to economic developments 
within these countries and the ex- 
change situation. Coffee producing 
countries, particularly Brazil and Co- 
lombia, will be closely watched and 
the situation in Uruguay will also be 
closely followed. Unfortunately, no 
improvement seems to have _ taken 
place in Nicaragua and prospects ap- 
parently hold no definite indication for 
an immediate favorable trend. ‘The 
seasonal situation will have its effect 
in the earlier months of the year but 
unless the basic situation improves it 
will be important to look forward to 
developments in the latter months of 
the year. 

At the close of the year it should 
be noted from the chart of credit con- 
ditions that despite the difficulties ex- 
isting, the index of credit conditions 
for fourteen countries indicates that 
their situation is good or fairly good, 
and that for seventeen countries the 
classification on collections indicates 
prompt payment. With the excep- 
tion, therefore, of a few definite 
trouble spots, the gains from some 
years previous have been maintained 
and prospects for continued additional 


business in these markets can be an- 


ticipated. 
(Continued from page 35) 


2. A study should be made of the 
printing and paper industries. 

3. Tests should be conducted of new 
equipment, different paper and new 
supplies. 

4. He should be responsible for any 
supplies which have to be destroyed 
owing to obsolescence. 

5. Responsibility for the mainte- 
nance of all office equipment should be 
placed in his hands. 

6. Every salesman who calls should 
be interviewed not only through 
courtesy but because new money-saving 
ideas are always being developed. 

7. Above all, close contact with all 
of the activities of the company should 
be kept and the operations of every 
department and the statistical informa- 
tion on file concerning them should be 
thoroughly understood. 


Purchasing 


yy economy 


Cooperatives 


A cansiderable expansion in con- 
sumers’ cooperation in Chicago, par- 
ticularly in societies with member- 
ships drawn from middle-class urban 
residents, was disclosed by a study 
made for the bureau of Labor Sta- 
tistics in June 1937. Most of the 
growth is recent, two-thirds of the 38 
local retail associations having been 
formed since the beginning of 1935; 
12 were still in the buying-club stage 
at the time the study was made. Near- 
ly 4,000 members were participating in 
the activities of the local societies, and 
sales in 1936 totaled about half a mil- 
lion dollars. In addition to these or- 
ganizations, Chicago is the _head- 
quarters of a national wholesale, a 
regional wholesale, and two educational 
federations operating on a regional and 
a city-wide basis respectively. 


Labor banks 


An increase of 6.8 per cent in de- 
posits, of 6.5 per cent in total resources, 
and of 4.2 per cent in capital, surplus, 
and undivided profits from June 30, 
1936, to June 30, 1937, was shown by 
the four labor banks still in operation. 
On the latter date these banks had total 
resources aggregating more than $24,- 


000,000. 
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COVERED BY 
FULL TIME INSPECTORS 


Go North—South—East or West in the United States or Canada and you will 
find dotting the map 10,253 cities, towns and villages covered daily by full- 
time inspectors reporting to seventy eight branch offices. This full time cover- 
age indicates an efficiency of field operation which enables us to make 80% of 


all our reports by full-time inspectors. 


To you this means clear, dependable and satisfactory information when you 
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Insurance Is 
Forum Topic 
At Philly 


Philadelphia.— One of the 
most important Forum Meetings 
of the current year was held on 
January 27th at the Penn Athlet- 
ic Club by the Credit Men’s As- 
sociation of Eastern Pennsyl- 
vania. The subject of the 
forum was the three economic 
elements of insurance as vital 
to credit. T. Alfred Fleming 
of the Public Relations depart- 
ment of the National Board of 
Fire Underwriters presented the 
story of fire insurance and its 
relation to credit. C. E. Town- 
send, Manager of Insurance for 
The Sun Oil Company gave a 
talk on Casualty Insurance and 
its relation to credit. Charles 
H. Smith of the Penn Mutual 
Life Insurance Company pre- 
sented business life insurance 
as it fits into the picture of 
credit stability. 

After the three talks men- 
tioned above, the meeting was 
thrown open for a_ general 
forum discussion with questions 
presented from the floor rela- 
tiving to such subjects as: “What 
Part does Insurance Play in our 
Business”, “What Type of In- 
surance must a Credit Man 
Look for in Analyzing his Cus- 
tomer Accounts”, “Just How 
Important Is Insurance as it 
Relates to Credit Risks”, “How 
Can I Learn More about Insur- 
ance and Its Application in the 
Credit Field”. 

The forum was under the 
leadership of Alexander Wall, 
Chairman of the Program Com- 
mittee and also David Carson 
and Frank Robertson. The ses- 
sion started at 4:30 o’clock and 
continued until dinner was 
served at 7:00. There were so 
many questions that the forum 
discussion was even continued 
as a round-table discussion dur- 
ing the dinner hour. 

The forum program held here 
was the second insurance dis- 
cussion within a year, and is 
one of several scheduled by as- 
sociations affiliated in the Na- 
tional Association of Credit 
Mea before the end of the fiscal 

(Continued on page 42) 


Heimann Tells 
of Credit over 
C. B. C. Chain 


Executive Manager Henry H. 
Heimann was one of the fea- 
tured speakers on the program 
of the U. S. Department of 
Commerce and the Business 
Advisory Council over a coast- 
to-coast Columbia Broadcasting 
Network on Saturday, January 
22nd. 

Mr. Heimann discussed credit 
and its relation to the business 
situation with a special empha- 
sis on the influence of credit in 
a program for business ad- 
vancement. 

Mr. Heimann’s talk was one 
of several during a half hour 
broadcast by leading business 
executives from all parts of the 
country. Excerpts from Mr. 
Heimann’s talk were quoted in 
many of the nation’s daily news- 
papers. 





—_———— 


L. J. Bradford 
Is Ill After 


Board Session 


Cincinnati, O.—Lawrence J. 
Bradford, National Vice Presi- 
dent from the Central Area, is 
at Christ Hospital in this city 
for a short period where he is 
undergoing treatment. Mr. Brad- 
ford returned from the meeting 
of the National Board of Di- 
rectors of N. A. C. M. held in 
Miami, on January 11th, and 
entered the hospital in a day 
or two after his return. 


Edward Harris Honored Guest 





W. S. GRUGER . 


Former St. Paul 
President Dies 


St. Paul—Death came to Ar- 
thur B. Driscoll on Saturday, 
January 8th, 1938, at his home 
located at 312 Summit Ave., in 
St. Paul. 

Members of the Credit fra- 
ternity. will remember Mr. Dris- 
coll as a member of the firm of 
McKibbin, Driscoll & Dorsey, 
actively engaged in the manu- 
facturing and wholesale busi- 
ness in St. Paul for many years. 

Mr. Driscoll was the fourth 
president of the St. Paul Asso- 
ciation of Credit Men, serving 
in that capacity about 1901, and 
for many years was a director 
of the Northwestern Jobbers 
Credit Bureau. 


at Banquet Marking Retirement 


Boston.—Edward L. Harris, 
New England Credit Manager 
of Swift & Company, was ten- 
dered a testimonial dinner early 
in January by executives of 
Swift & Company on the occa- 
sion of Mr. Harris’ retirement 
after forty-two years of active 
services with the big packing 
house. 

Among the offices held by Mr. 
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Harris during his career in busi- 
ness were, President of the Bos- 
ton Association of Credit Men, 
President of the New England 
Credit Men’s Interchange 
Bureau and Director of the Na- 
tional Association of Credit 
Men. 

Mr. Harris plans to spend 
some time in travel during the 
next few years. 





W.S. Gruger 
Former V. P. 
Is Stricken 


Seattle—William S. Gruger, 
secretary and credit manager of 
the Imperial Candy Co., and a 
former National Vice-President 
of the National Association of 
Credit Men, died at his home 
in Seattle on January 12th after 
several weeks illness. Mr. 
Gruger had been very active in 
N. A. C. M. work in the North- 
west and also in National credit 
circles. He was one of the 
charter members of the Seattle 
Association of Credit Men and 
also the Seattle Merchants As- 
sociation. When the two or- 
ganizations consolidated in 1929, 
he was serving as President of 
the Seattle Association. He was 
elected a National Director of 
N. A. C. M. from the North- 
west area from 1932 to 1935, 
his term expiring at the time 
of the Pittsburgh convention. 
He was elected as Western Di- 
vision Vice-President at the 
Richmond convention in 1936 
and served one year. 

Mr. Gruger was especially 
enthusiastic about the benefits 
of National Conventions to an 
active credit executive. He at- 
tended Conventions held at 
Pittsburgh in 1916, was one of 
the leaders when his Associa- 
tion acted as host to the Nation- 
al Convention in 1928. He also 
attended at Minneapolis in ’29, 
Detroit in ’32, Los Angeles in 
34, Pittsburgh in ’35, Richmond 
in ’36 and Chicago in ’37. 

Mr. Gruger was born in Lan- 
caster, Pa., but when a small 
child moved with his family to 
western Kansas where he re- 
ceived his education. As a 
young man he went to Chicago 
and became associated with 
Armour & Co. He served in 
the auditing office of the main 
office of that company for six 
years and then was transferred 
to Boston, then to Omaha, and 
finally back to Chicago and 
later to Portland, Ore. In 1901 
he came to Seattle continuing 
his employment under Armour 
and Company. 

In 1906 he became associated 
with the National Grocery Com- 








pany where he served ten years 
in the capacity of Credit Man- 
ager. In 1915, he became as- 
sociated with the Imperial 
Candy Co., and shortly there- 
after was elected by that com- 
pany as secretary and credit 
manager. 


Insurance Is 
Forum Topic 


At Philly 


(Continued from page 41) 








year. Several associations have 
already held similar programs 
and others have scheduled such | 
discussions for the late winter 
and early spring months. 
Those interested in holding a 
program, such as the successful 
one held by this association, 
should correspond direct with 
Mr. T. Alfred Fleming, Public 
Relations department, National 
Board of Fire Underwriters, 90 
John Street, New York City. 
Mr. Fleming will arrange for 
talks to be made by men promin- 
ent in the insurance field and 


Louisville 


Now Using 
New Offices 


Louisville.—T he 


into its own building late in 
January after a long delay at- 
tending a considerable amount 
of remodeling work. The paint- 
ing and interior finishing work 
was the last item of delay but 
at last the old bank building 
was completely remodelled and 
the Association starts off its 
operations on February Ist in 
its new home. 





CREDIT MANAGER 


Louisville | 
Credit Men’s Association moved | 





Seasoned executive with 15 years’ 


| experience in credit and collection 


management, supplemented by 

years in the dual capacity of Credit 
and Office Manager of large cor- 
poration. Excellent record of 
achievement. Seeks position either 
as Credit Manager, Office Manager 
or Assistant to busy executive. Re- 
ply Credit and Financial Manage- 


ment, Box No. 2 





Young married man anxious to ob- 
tain permanent connection, prefer- 
ably financial field. Good business 
education. Four years’ experience 
loan service and _ investigation. 
Knowledge of office routine. Seven 
years’ varied personal contact experi- 





will provide a complete outline 
of how the forum program car- 
ried through successfully. 


ence. Executive type. Good per- 
sonality. Neat appearance. Excel- 
lent references. Apply Box No. 1. 
Credit and Financial Management. 





G. E. Brister 
Again Heads 
New Orleans 


New Orleans.—At the annual | 


meeting of the stockholders of 
the New Orleans Credit Men’s 
Association, Mr. G. E. Brister, 
Credit Manager of American 
Sugar Refining Co., was re- 
elected President and Mr. J. A. 
Monier, Jr., Credit Manager of 
Wesson Oil and Snowdrift Sales 
Company was re-elected Vice- 
President. Fifteen members of 
the Board of Directors also were 
elected for the ensuing term. 


| CORRECTION 


Cleveland.—Correction! Cor- 
rection! The picture of the 
Board of Trustees of the Cleve- 
land Association which appeared 
in the January issue of Credit 
and Financial Management was 
incorrectly labelled as to one 
man. Mr. J. W. Lerner, Credit 





Cleveland 
Will Hold 


“C” Clinics 


Cleveland. — The Clevelan 
Association has announced a1 
extensive schedule of credi: 
clinic forums starting with 
program held on January 18tl 
and continuing through unti: 
April 26th. The schedule call 
for holding a credit forun 
about every fifteen days. 

Among the subjects slated fo 
discussion at these forum meet 
ings are: “Streamlining You 
Credit Department to Meet 
Modern Demands”, “The Foun 
dation of an Effective Credit 
Department”, “Straws That 
Show Which Way The Wind 
Blows”, “Many Manufacturers 
and Wholesalers Have Become 
Bankers”, “Getting Your Money 
and Making Them Like It’. 





Manager and Assistant Secre- 
tary-Treasurer of The Harshaw 
Chemical Company, whose face 
was partially obscured in the 
picture was labelled as Herman 
Thiessen of the Oglebay-Norton 
and Company. 





Cincinnati Turns Out For Forum Luncheon 








ee 


Cincinnati, Ohio—The above 
picture was taken at a meeting 
of the Cincinnati Association of 
Credit Men held at Hotel Sin- 
ton on the occasion of a weekly 
luncheon session. Those shown 
in the picture are as follows: 
Seated Left to Right: 

Geo. J. Gruen, The Gruen 
Watch Co.; H. G. Runyan, 
Baldwin Piano Co.; R. C. Jones, 
The Service Corp.; J. Robert- 
son, Burroughs Adding Mach. 
Co.; A. Imsande, The Cincin- 
nati Enquirer; A. A. Keller, 





The Primfit Textile Co. 
Standing Left to Right: 
R. G. Holste, The Central 
Trust Co.; A. L. Moler, Fifth 
Third Union Trust Co.; L. C. 
Bucher, The Central Trust Co.; 
| I. Stumborg, Baldwin Piano Co.; 
E. F. Franz, Hotel Gibson; B. 
| J. Lazar, Federal Reserve Bank; 
| Sam. Rassell, Crown Overall 
| Mfg. Co.; W. O. Crosswhite, 
| Southwestern Publishing Co.; 
C. C. Miller, Hotel Gibson; O. 
T. Jenkins, Rainbow Litho- 
graphing Co.; Geo. A. Nielsen, 
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Rainbow Lithographing Co.; J. 
L. Shonberger, Weisbaum Bros. 
Brower Co.; W. J. Braun, 
Westinghouse Electric Co.; R. 
W. Nelson, First National Bank; 
W. A. Kroger, Storrs Schaefer 
Co.; C. T. Romer, First Na- 
tional Bank; Fred. J. Dixon, 
The Gruen Watch Co.; Chas. 
F. Klensch, First National Bank; 
Miss Marie Kroger, Du Bois 
Soap Co.; Russell Deupree, 
Procter & Gamble Co.; K. L. 
Mollman, Jr.; Martin Bros. 
Box Co.; E. Denning, The 








Cincinnati Enquirer; K. L. Moll- 
man, The Martin Bros. Box Co.; 
R. W. Conway, The Crosley 


Dist. Co.; Jos. Stevens, The 
Goodall’ Co.; V. L. Wold, 
Southwestern Pub. Co.; Leslie 
Gardner, Procter & Gamble 
Co.; J. W. Hueber, Accountant; 
H. D. Liebschutz, The Primfit 
Textile Co. 
Standing on Chairs Left to Rig/it: 
Harry W. Voss, Cincinnati 
Ass’n of Credit Men; -E. V. 
Thomas, The Service Corpora- 
tion. 
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The business thermometer: 


Manufacturers: 


Manufacturers’ sales during December 
1937 fell off 18 per cent from Decem- 
ber 1936, according to reports from 

u manufacturers cooperating in the 

monthly joint study of the National 
Association of Credit Men and the Bureau 
of Foreign and Domestic Commerce. With- 
out adjustment for seasonal 
December sales declined 10 per cent from 
November. 

The Petroleum and Méachinery groups 
maintained their advantageous sales posi- 
tion in December. Both of these industry 
groups registered sales increases of 2 per 
cent over December 1936. It will be re- 
called that the Petroleum and Machinery 
groups were included among the three 
trades showing an increase in sales during 
November 1937 from the previous year. 

Rather substantial declines were regis- 
tered in the other industry groups separ- 
ately shown. Decreases ranged from a de- 
cline of slightly less than 12 per cent in the 
Paper and Allied Products industry down 
to the drop of 46 per cent registered by 


influences, - 


Non-ferrous Metals and their products. 

Collections during December amounted to 
77 per cent of total accounts receivable 
outstanding on December 1, 1937. The 
comparable ratio was 87 per cent for De- 
cember 1936, and 74 per cent for November 
1937. The decrease in collections from 
December 1936 was characteristic of every 
industry group shown, none of which re- 
ported a collection rate higher than during 
the same month of the previous year. 

The total volume of accounts receivable 
outstanding on December 1, 1937 was 5 per 
cent larger than on the same date of the 
previous year, but 11% per cent smaller 
than on November 1, 1937. 

Detailed figures are presented in the 
following table. 


Wholesalers: 


The dollar volume of wholesale trade 
declined 12% per cent during Decem- 

u ber as compared with December 1936 
according to reports from 1,355 whole- 
salers cooperating in the monthly joint 
study of the National Association of Credit 


MANUFACTURERS’ sales and collections on 











Industry Number of Dec. 1937 from 
Ow ————— 9 
reporting Dec. Nov. , 





Food and kindred products, total 
Confectionery™. ........0..ccessesseesesees 
Flour, cereals and other grain mill products. 
ee ence nc cd biseatanasseeeman 
CER TOO TOGO. ooo 5c cc cesses ccvcccess 

Textiles and their products, Sosa Nelndoee 
Clothing, men’s, except hats............... 
Clothing, women’s, except millinery. 
ee ere 
Other textile products 

URN, WII 5 53 hock esc cesccdscvceces 
RS si tieda sikh eekee ea seed cues 
Lumber, timber, and other miscellaneous 

kis asa bescnewess ee 

Paper ani allied products, total................ 
POO, WHINE, DOOK, C60... . 26000002 ccccese 
Paper, boxes and other paper products. .... 

, Wall paper*............ EE Sebaa dace 

Printing, publishing and allied industries...... 

Chemicals and allied products, total 
Paints and Varnishes.. .... Pree i akdais 
Pharmaceuticals and proprietary medicines. 
Other chemical products 

Petroleum products 

SEI re 

Leather and its products, total 

i echoes hawasee'ccneebaecee 

Stone, clay and glass products................-- 

Tron ae steel and their products, total 


Stoves, ranges and steam heating apparatus 
Other iron and steel products............... 
Non-ferrous metals and their products.......... 
Machinery, not including transportation 
equipment, total...............seeeee. aa 
Electrical machinery, apparatus and supplies| 
Other machinery: foundry products. ....... 
MOLODIPGNNED BONER, 65.50 scccecccovcscseceseves 
Miscellaneous industries 


ada ccknoscdbsaceacscuepa 


December 1937 


Dollar Sales 





Percent change 


171,351 423 77 


Collection Percentages* 


Men and the Bureau of Foreign and Do- 
mestic Commerce. Without adjustment for 
seasonal influences, December 1937 sales 
registered a decrease of 7 per cent from 
November. 

The rate of collections on accounts re- 
ceivable during December 1937 also fell 
off as compared with December 1936. Col- 
lections during December amounted to 67 
per cent of outstandings on the first of the 
month. The corresponding ratio was 72 
per cent for December 1936 and 61 per cent 
for November 1937. 

The total volume of accounts receivable 
outstanding on December 1, 1937 was 
slightly more than 2 per cent larger than 
on the same date of the previous year. 
Compared with the previous month, De- 
cember outstandings declined 9 per cent. 

The cost value of stocks on hand at the 
end of December was about 6 per cent 
higher than at the end of 1936, according 
to reports from 735 wholesalers submitting 
these data. Stocks fell off 5 per cent from 
November, no allowance being made for 
seasonal influences. 

Only five of the twenty-three trade groups 


accounts receivable 


Total Accounts Receivable 





Percent change 


Dec. 1, 1937 from As of 
Dee. 1, 

Dec. 1, | Nov. 1, 1937 
1936 1937 ' | (000’s) 


140 + 5.6 + 0.5 12,837 
139 + 8.6 +18.4 2,288 
114 — 2.9 + 1.9 912 
225 — 3.5 — 9.3 1,236 
129 + 7.0 — 3.1 8,401 
59 — 5.4 —15.6 19,169 
49 — 8.4 —12.5 3,515 
67 —1.1 —21.0 2,954 
64 + 3.6 — 2.1 3,447 
59 —&.5 —19.4 9,253 
59 + 4.9 — 9.7 3,472 
60 + 5.1 —10.7 2,840 
55 + 4.1 — 4.7 632 
93 — 1.9 — 4.2 7,985 
92 — 3.0 — 3.4 4,047 
= — 0.7 — 4.9 3,938 
37 + 2.4 —14.0 4,499 
114 + 0.9 —17.2 5,121 
56 + 3.7 —12.2 2,129 
64 + 3.7 —12.3 1,495 
144 — 2.9 —27.1 1,497 
109 + 5.2 — 7:0 19,623 
62 +11.1 — 6.1 2,030 
48 + 1.8 —22.6 13,596 
44 + 5.6 —23.4 11,827 
78 + 0.3 —18.4 7,155 
89 —18.9 —20.0 11,275 
93 —15.2 —17.3 1,407 
79 — 9.7 — 8.2 2,098 
91 —21.6 —23.1 7,770 
61 —16.4 —10.9 5,592 
55 +40.7 —7.2 36,314 
54 +48.0 — 6.9 29,974 
60 +14.1 — 8.6 6,340 
91 —13.3 —13.8 2,422 
61 + 3.2 — 9.7 8,655 
74 + 5.2 —11.5 | 159,745 


*All collection percentages except those for manufacturers of Wall Paper represent the percent of total dollar collections reported to the total of accounts 


receivable reported by the same firms. The Wall Paper figures are median collection 


rcentages in this release. 


**These data are taken from the monthly report on sales of confectionery and competitive chocolate products prepared by the Foodstuffs Division of the 


Bureau of Foreign and Domestic Commerce. 
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shown in this report recorded sales in- 
creases during December 1937 as compared 
with December 1936. Striking declines oc- 
curred in many trade groups, notably Ma- 
chinery Supplies, with sales down 43 per 
cent, and Furniture and House Furnishings 





which recorded a sales decline of 36%4 
per cent. 


Wholesalers located in the Mountain Re- 
gion reported an increase of 1%4 per cent 
in sales over December 1936. This moder- 


registered by any of the areas. Declines 
in the other eight regions ranged from a 
decrease of 3 per cent in the Pacific Region 
to a drop of 20 per cent in the West North 
Central Area. 

Detailed figures are presented in the fol- 





ate increase was the only gain in total sales lowing tables. 


WHOLESALERS’ sales and inventories December 1937 










Cost of Inventories Stock-Sales Ratios# 

















Percent change 







Number of Number of | Percent change 











ci ines Dec. 1937 
Kind of business tm 937 from weft Dec. 1937 from Ops. — i ie. | 
in, i 
va a aes — Dec. ae (000’s) 1937 1936 1937 
1936 1937 1936 1937 ! 
! 
Automotive supplies. ...............seeeeeeeees 55 — 4.9 —12.0 + 8.9 5.7 
Clothing and furnishings. ................-...+. 17 —28.8 —23.8 +18.5 3.5 
Shoes and other footwear...............+.0++0+ 37 —29.8 —33 .8 — 8.4 5.0 
Drugs and drug sundries. ................0.008 100 + 1.0 + 0.5 + 6.0 53 
Rakin c5ach ose cbavscsheSs0sse ovens esiccbe 85 —29.3 —32.3 —~ 1.1 a3 
Electrical goods. ...........+000.ssceeseceeseses 214 — 7.9 +22.7 +18.6 | —11.0 
Farm products (consumer goods)..............- 20 + 1.0 + 6.4 + 63 —14 8 
Furniture and house furnishings............... 31 —36.5 —18.2 +42.5 — 1.8 
Groceries and foods, except farm products. ..... 236 — 4.1 —3.1 + 6.3 — 22 
Meats and meat products.................+205+: 14 — 5.5 + 4.0 —29.3 in 2 
Total hardware group..............++++e+eeeee: 379 —18.0 — 9.8 + 3.0 — ks 
General hardware. ...........-.-++++++++ ee 143 —19.9 — 9.8 + 1.2 — 6.0 
Heavy hardware..............-0..sssseee8- 25 —21.6 | —17.5 -~ 76) —15 
Industrial supplies*......... ‘Sankwsa0seeemee 112 —18.7 — 8.4 + 9.0 — 37 
Plumbing and heating supplies............. 99 — 7.4 — 9.1 + 5.4 aw 8:4 
Jewelry and optical goods.............++..++++- 15 —15.5 +10.9 +17.8 —12.4 
Leather and shoe findings.................+++++ 13 —21.1 —24.1 +11.2 — 6.9 
Lumber and building materials................ 13 —27.0 | —29.6 — 3.5 — 1.1 
Machinery, equipment and supplies, except 
ED Ss ybnecs othe sarssghes’soseencsehs 17 —42.7 | —13.1 4s | —s3 
Bb oc ned E 5s chan oes pans o> aes ace eess one 10 —32.8 | —24.4 +40.3 + 8.8 
Paints and vwarmighes...............cccccsssesves 6 + 2.7 —21.2 —_ —_ 
Paper and its products...............-.+s++e00+ 52 —18.6 — 3.4 — 1.8 ie 
Seer ror 5 + 8.2 — 2.0 _— = 
Tobacco and its products... ...............0+55 10 + 0.4 + 0.8 -_ at 
BEIQOGUIAMOOUS. .....0. 20 ecccececccvesacorccescses 26 —16.0 | —6.7 — is 
PU ash cabasensoacoroeecdsee 1,355 —12.5 —7.1 


142,434 





*This heading also includes distributors of mill, mine and steam supplies. 
#These Stock-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of firms. 


WHOLESALERS’ accounts receivable and collections December 1937 


Collection percentages* 





Total accounts receivable 











ai Magee of Feeene shone 
ind of business rms . 1937 from 
: Dec. Dec. Nov. = As of Dec. 1, 
reporting 1937 1936 1937 °1987 


Dec. 1, Nov. 1, 
1936 











Automotive supplies. ............ccsccccccccccsssscecccececeesees + 6.2 — 7.8 1,509 
Ls sins ososy on vb sbebbe sth casemnresones —1.3 —23.3 2,727 
Shoes and other footwear... ............seccsscvccccsscccscccessces —1.7 —21.1 9,183 

RE an 5950s 0 5c v0 $60Senawexenieesebeesebey> — ae te 
SS SS OE ES a eres ee — 4.0 —10.3 21,905 
a cn vsnntninchaacenieiee nth +14.0 —3.7 19,467 
Farm products (consumer goods) Pes lank Gowshetokabenhesseses + 5.7 — 5.5 1,247 
ee eee ee — 8.2 —10.8 3,871 
Groceries and foods, except farm products. ....................05- — 0.8 =— FF 20,052 
0a ooh 5 5 5g un as 8050 sys Cus 5-00.80 50558 + 8.5 + 2.1 4,468 
Total SED. «- Ok Gece ete yeacesuactédbasbunkett + 0.9 — 8.4 34,786 
General es ona te ca piksn sh eshaaeenees + 1.9 — 7.0 24,370 
Heavy hardware............. — 3.0 —10.4 908 
Industrial supplies**........ ‘ee —1.2 —13.0 4,006 
Plumbing and heating supplies. — 0.9 —10.9 5,502 
Jewelry and — GOOUS. 2... ss eeseceeeeecees +11.3 + 4.8 1,302 
Leather and shoe findings................++-..00e0: +17.2 — 3.8 150 
Lumber and building materials.................. Rvanoeakeiees Fe — 5.1 —13.0 1,426 
Machinery, equipment and supplies, except electrical............. +21.3 — 7.2 7,462 
CS Cab nbe sh bs tugosn sss v50b0<o6s6cvicy sh ensose6s005Sbes009% an FS <n a 533 
SE RO i 5s |e op headies saben Seeskwuaubp — 3.0 —16.9 2,183 
ORS. os saan nboabesbedeehbessstehnpeoess he — 2.2 — 7.8 3,601 
To eR ss. se cbavk ive sdcncacaseusesyeeveene seuss + 3.2 + 4.6 388 
I at og oo. UE cw axndeus paws ep eke temeer ene + 7.3 + 0.6 5,275 
sts oncvnbsvwceddncsncne$eescnbkestossenceks + 2.3 — 8.7 141,535 


*All collection percentages except those for wholesalers of Drugs and Drug Sundries represent the percent of total dollar collections reported to the total 
of accounts receivable reported by the same firms. The Drug figures are median collection percentages in this release. 


**This heading also includes distributors of mill, mine and steam supplies. 
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WHOLESALERS’ sales and inventories 
December 1937 


Dollar Sales Cost of Inventories Stock-Sales Ratios # 














, , . Percent change Percent change 
Kind of business and region Number of Dec. 1937 from Number of Dec. 1937 from 
as _ firms os ie Dec. Dec. Nov. 
reporting ; ls I reporting Dec. Bae » 19 1937 1936 1937 

a oa ia ay b ces enevekvabacss 74 —16.8 + 4.7 4,231 46 +10.2 — 8.9 4,673 177 141 222 
I crake ne huss eseneNeees 21 — 9.5 +22.7 1,312 16 +13.8 —19.0 1,531 126 99 188 
EN, sa nes da ssaneanenseass ae —19.0 = 3.8 179 bi! act in Bee ee = pa 
Heavy hardware... ..........0s.ccccsccssees 5 —27.9 —13.1 93 4 + 0.3 + 3.6 371 412 298 344 
Industrial supplies*......... alt ae 13 —21.2 | +15.6 267 10 +99 | —64 225 252 180 324 
Plumbing and heating supplies............. 8 —22.7 —18.8 160 5 + 4.5 — 5.4 136 324 235 370 
| MARIN oon s i coc ee sksse sesso suoes 316 —iie Do £6 30,192 157 £646.14: —89 12,977 174 139 198 
i Shoes and other footwear................-.- 12 lee —31.4 835 oa aA oat pis 2 yi ere 
Drugs and drug sundries.................-. 13 —3.2 | —17.7 2,824 8 +23 | —2.9 1,257 140 124 155 
| era as cack seek oa het chs vie’ 17 —35.3 — 9.8 1,484 8 +225 — £6 605 294 206 293 
os ie oineh a) <a enanaieks 44 —16.7 +22 .3 2,928 31 + 6.6 $s 2,628 117 90 169 
Groceries and foods, except farm products. . 51 — 4.5 + 6.5 9,312 17 +11.0 — 4.4 4,744 133 115 164 
ce veesoccsecselenin e's 28 —I16.2 —1.3 2,016 ll +13.4 —12.6 770 269 187 292 
SS ESS rer rere rrr 10 —19.9 —19 6 217 ea = tok ove oe = Pe 
Industrial supplies*......... eaawatenauwies 35 —15.9 + 4.2 996 20 + 9.4 —4.4 538 281 194 272 
Plumbing and heating supplies............. 39 +87 | —8. 879 29 +73 1 —338 690 180 181 192 
Jewelry. .... fie aee pos cessons nee eccscecececes 13 —42.9 —2%4.7 341 9 +12.2 — 4.0 263 588 297 469 
Lumber and building materials............ 5 —39.6 —27 .6 160 — _ — ‘les oie a tsi 
Paper and its products.............--.-++-- 21 —17.0 | —1.9 1,417 6 +39 | —2.8 506 157 107 148 
East North Contral.... ......0:ccccceccescossees 250 —15.2 i 28 23 387 126 + 3.7 a 12,060 202 162 217 
Automotive supplies. ............--+...+0es 10 —16.6 —13.6 443 6 +11.2 — 8.1 274 205 262 
Drugs and drug sundries.................. 19 — 5.1 + 2.6 2,792 12 + 7.8 — 8.5 2,022 156 137 179 
tai i a iy SE SS SP tes 11 —22.7 —15.2 1,082 = nies bee os ls en a 
RT tee err 44 —10.9 —22.9 4,266 32 +23.9 —12.9 3,679 111 80 160 
Groceries and foods, except farm products. . 58 — 9.6 — 5.7 7,973 15 — 2.6 — 7.5 1,663 158 150 167 
General hardware. ........-..-.++-+++s+s05: 22 —24.5 —13.8 3,004 12 — 8.1 — 5.1 2,235 327 263 293 
Industrial supplies*. ........ ea seit onee esse 25 —29.5 | —21.0 794 18 +41] —4.8 715 286 192 236 
Plumbing and heating supplies............. 13 —24.3 —18.8 381 8 + 2.6 —1.9 143 364 222 285 
Ee Ean eek pana Ge Was Fee ae 5 —34.1 —20.8 205 — — — el as ae sai 
Paper and its products....................- 12 —21.2 —7 1 836 4 —15.6 + 9.9 213 116 130 116 
West North Central. .............0..scesseeeees 165 —20.0 —20.0 22,327 92 + 4.3 — 2.8 11,003 267 218 236 
Automotive supplies. .............-++...05- 10 —10.9 —26.3 179 —_ — — oe cep cat es 
Clothing and furnishings. .................. 6 —I¢.1 —$7.7 94 isis _ ala as was ae 
Shoes and other footwear................... 7 —28.7 —36.4 5,275 — a ~ _ — — 
Drugs and drug sundries................... 11 — 2.3 + 9.3 1,691 8 + 1.8 — 7.7 1,319 182 174 218 
en card ccweswann ds : —39.0 | —44.2 2,501 es phe Pa bed as ae ee 
Electrical goods..........+-++++++++++eeeee: 23 +1.6.] +22.9 1,821 21 +26.2 — 7.6 1,748 136 110 181 
Ce eddsan capes er athe tdaxe 9 —41.7 —28.7 903 5 +58 .0 + 0.5 533 510 173 357 
Groceries and foods, except farm products. . 32 —11.3 — $3.4 2,816 12 — 7.6 — 8.1 1,775 190 185 199 
CN conc ccccctuvccseoscesene 10 —24.3 —7.3 1,386 10 — 3.2 — 8.9 1,386 343 268 311 
Heavy hardware. ............++eseeeseeeeee 5 — §.3 —15.5 49 — os te — ee = 
Industrial supplies*......... Saale ws deco 10 —23.8 —15.7 237 6 +10.2 — 0.4 142 334 211 267 
Plumbing and heating supplies............. 8 —18.7 —18.2 279 _ —_ —_— iota oe pl oa 
ei icin ach ekgct toon veenns 167 — 8.9 — 9.7 10,827 96 + 7.9 — 4.4 5,019 240 196 225 
Shoes and other footwear................... 5 —31.8 —47.6 260 5 —1.3 +15.7 260 605 419 274 
Drugs and drug sundries..........-........ 17 + 0.5 — 0.7 1,464 9 + 8.9 — 5.6 886 208 199 221 
ae icc tek htcu knees vekecence vad 14 —20.2 fit 4 1,049 5 +13.2 —12.8 267 321 226 269 
Electrical goods. ..........+..-++++++seece5: 26 —11.9 +16.8 1,443 22 +34.1 —13.2 1,295 148 99 194 
Groceries and foods, except farm products. . 31 — 3.0 — 0.2 2,067 11 + 1.8 —10.7 567 191 171 206 
General hardware.............-+++:+seeeees 27 —16.7 | —15.3 1,438 13 + 3.2 — §.4 716 377 310 315 
Industrial supplies*......... Meade ns usnens Ry 8 —28.0 —26.5 139 5 +12.9 +13.9 128 320 203 203 
Plumbing and heating supplies 19 — 2.1 —15.8 595 17 + 4.6 — 5.2 465 156 147 137 
Paper and its products.............-....... 5 —21.4 ao 257 is fs aoe ae a oe — 
East South Contral.... ..........00-scecescccees 17 —17.8 — 7.7 5,564 43 — 6.3 — 5.2 3,410 241 203 231 
Drugs and drug sundries............-...... 13 —2.4 —3.4 1,133 8 + 5.0 — 67 882 210 197 217 
Dry goods. ..........-+seeeecereeeeetgeceees 11 —25.7 | —29.6 810 5 —18.6 | —7.4 533 318 387 241 
Groceries and foods, except farm products. . 13 — 3.7 — §.6 684 6 — 0.2 — 5.3 344 165 167 192 
CN oar ccanéecccdnssnse dave 16 = 9 6 — is 1,394 9 +10.2 — 0.5 657 379 254 337 
West South Central....... Ves nRtineneseateae ated 103 — 4.2 — 6.8 9,257 67 + 5.5 — 7.0 6,704 254 227 254 
Drugs and drug sundries................... 13 +17.8 +13.1 2,075 11 +10.6 — 6.6 1,943 207 222 251 
ore cnn us tus0s 20040 ce Acdeeee se 14 — 45 —32.0 1,036 12 —10.8 — 6.6 938 346 381 255 
Electrical goods. .............+++++++:ses0+- 15 + 9.9 +15.1 769 10 +33.6 | — 6.4 627 149 127 185 
Groceries and foods, except farm products. . 23 —1.9 — 6.1 2,922 14 + 5.2 —10.6 1,838 188 175 192 
General hardware... ............-ssssssceees 17 — 5.8 —15.1 1,227 13 + 8.6 — 6.0 919 321 270 286 
FR ION oa 5 osc sce cs cecavececes 5 +19.9 — 3.9 319 — _ — _ — os — 
er a chads a hauee easel 44 + 1.5 + 1.1 4,585 26 +15.0 + 4.7 2,801 180 160 176 
Electrical NE eer Pee re eee 10 —17.2 +18.8 511 8 + 0.3 —15.1 488 118 98 169 
Groceries and foods, except farm products. .| - 7 +19.5 + 7.5 1,802 -- —_ —_ — — —_ 
CE CIs ooo koico si vccavesscecesdn ee 5 — 3.6 — 4.5 612 — _ — — _ — — 
Pn ene eis, outa wy cehealek bee oee 173 — 3.4 + 3.2 17,073 84 +10.8 — 3.5 11,423 227 208 255 
PURE GROIIIIB 0 5o665:c0 vce casasccevs 28 + 2.1 — 9.0 488 5 + 9.0 + 2.6 243 225 212 
Shoes and other footwear................... 5 —29.5 —29.5 86 — — _ -- — -- —_ 
Drugs and drug sundries................... 8 + 2.7 + 4.7 3,306 — _ _— — — a — 
eR ie 2625 wea nhs ordivens ees dex 12 —24.5 —33 .6 619 7 — 3.3 — 2.0 370 298 255 224 
TORII. 5 0.5.5 05 con sec vince ddececccces 27 + 2.7 +27.1 2,921 13 +16.0 — 3.5 2,055 161 145 232 
Farm products (consumer goods)........... 7 — 7.3 +15.2 805 5 +20.6 —13.5 722 73 64 990 
POS aianuiaes Cit a<c heck bess. ecvecses 8 —35.2 — 6.6 454 — _— _ — — — — 
Groceries and foods, except farm products. . 21 + 5.1 — 2.9 3,259 11 +18.7 + 4.8 2,427 199 184 193 
I 56 os cnn chiseke sesexceoars 13 —17.7 — 3.6 2,262 9 + 6.7 — 6.7 1,554 394 303 407 
Industrial supplies*......................-. 11 — Se 1s a6 239 8 4+19.8 | +0.7 144 622 445 605 
Plumbing and heating supplies............. 9 — 9.8 — 6.4 442 6 — 5.5 —14.7 157 240 208 236 

Paper and its products..................... 5 —12.3 +26.6 214 -- — — — — — 








*This heading also includes distributors of mill, mine and steam supplies. 


#These Stock-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of firms. 
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WHOLESALERS’ accounts receivable and collections 
December 1937 


Collection percentages* Total accounts receivable 


Number of reent chan 
Kind of business and region firms Dec. 1937 4 


reporting ; : . As of Dec. 1, 


Dee. 1, Nov. 1, 1937 
1936 1937 


New England 
Electrical goods 
General hardware 
Heavy hardware 
Industrial supplies** ' 
Plumbing and heating supplies 


Middle Atlantic 
Shoes and other footwear 
Drugs and drug sundries* 
Dry goods 
Electrical goods : 
Groceries and foods, except farm products. ................... 
General hardware 
\ Heavy hardware 
Industrial supplies** ; 
Plumbing and heating supplies. 
Jewelry and optical goods 
Paper and its products 


East North Central.... 
Automotive supplies. . 
Drugs and drug sundries* 
Dry goods.... 
Electrical goods 
Groceries and foods, except farm products, ................... 
General hardware 
Industrial supplies** ; 
Plumbing and heating supplies 
Paper and its products 


West North Central... 
Automotive supplies. 
Clothing and furnishings 
Shoes and other footwear 


3,485 


322 


oii i+i 
C9 > CO CO CO 
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28,372 
364 
334 

5,034 


6,405 
2,772 
1,803 
1,640 
3,670 
122 
439 
403 


11,621 


l+++ 
| marsso 


Lid | 


bobo 
~F OO 


i] 
aw 
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Electrical goods , 

Furniture and house furnishings 
Groceries and foods, except farm products 
General hardware 

Heavy hardware 

Industrial supplies** : 

Plumbing and heating supplies 


South Atlantic 
Drug and drug sundries* 
Dry goods 
Electrical goods 
Groceries and foods, except farm products. . 
General hardware 
Industrial supplies** . , 
Plumbing and heating supplies....... 


East South Central 
Drug and drug sundries* 
Dry goods 
Groceries and foods, except farm products 
General hardware 


West South Central 
Drugs and drug sundries* 
Dry goods 
Electrical goods 
Groceries and foods, except farm products, ................... 
General hardware 
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17,939 
4,753 
870 
2,709 
2,322 


3,626 
672 
1,333 


18,300 
410 


1,888 
3,376 
611 
992 
2,819 
5,176 
367 
666 
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Mountain 
Electrical goods 
Groceries and foods, except farm products, ..................- 
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Automotive supplies. . 
Drugs and drug sundries* 
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Farm products (consumer goods) 

Furniture and house furnishings 

Groceries and foods, except farm products. ................... 

General hardware 

Industrial supplies** ; 

Plumbing and heating supplies 75 
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*All collection percentages except those for wholesalers of Drugs and Drug Sundries represent the percent of total dollar collections reported to the total 
of accounts receivable reported by the same firms. The Drug figures are median collection percentages in this release. 


**This heading also includes distributors of mill, mine and steam supplies. 
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